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3HUVRQDO 1DPHV� +XQWLQJWRQ� 6DPXHO
-DQRZLW]� 0RUULV

$EVWUDFW�

7KH DOOHJHG FULVLV LQ 86 FLYLO�PLOLWDU\ UHODWLRQV KDV UHYLYHG D ORQJ�VWDQGLQJ WKHRUHWLFDO

GHEDWH DERXW WKH GHWHUPLQDQWV RI FLYLO FRQWURO� 6R IDU� WKH GHEDWH KDV IROORZHG WKH

WKRXJKW RI 6DPXHO +XQWLQJWRQ DQG 0RUULV -DQRZLW]� )HDYHU GHILQHV WKH EDVLF
SUREOHPDWLTXH ERWK WKH +XQWLQJWRQLDQ DQG -DQRZLW]HDQ WKHRULHV DWWHPSW WR H[SODLQ��KRZ

WR UHFRQFLOH D PLOLWDU\ VWURQJ HQRXJK WR GR DQ\WKLQJ WKH FLYLOLDQV DVN WKHP WR ZLWK D

PLOLWDU\ VXERUGLQDWH HQRXJK WR GR RQO\ ZKDW FLYLOLDQV DXWKRUL]H WKHP WR GR�

)XOO 7H[W�

&RS\ULJKW 7UDQVDFWLRQ ,QF� :LQWHU ����

7KH DOOHJHG FULVLV LQ $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV KDV UHYLYHG D ORQJ�VWDQGLQJ

WKHRUHWLFDO GHEDWH LQ WKH ILHOG�O +RZ GRHV D FLYLOLDQ JRYHUQPHQW FRQWURO LWV PLOLWDU\"
6DPXHO +XQWLQJWRQ
V DQVZHU� E\ PD[LPL]LQJ PLOLWDU\ SURIHVVLRQDOLVP� VSDUNHG D GHEDWH
WKDW FRQWLQXHV WR GLYLGH FLYLO�PLOLWDU\ WKHRUHWLFLDQV IRUW\ \HDUV ODWHU� 7KH GHEDWH FRQWLQXHV
GHVSLWH WKH IDFW WKDW +XQWLQJWRQ
V FKLHI DQWDJRQLVWV IURP WKH VRFLRORJLFDO VFKRRO IRXQGHG
E\ 0RUULV -DQRZLW] RIIHU HVVHQWLDOO\ D YHU\ VLPLODU DQVZHU� ,Q WKLV DUWLFOH� , GHILQH WKH EDVLF
SUREOHPDWLTXH ERWK +XQWLQJWRQLDQ DQG -DQRZLW]HDQ WKHRULHV DWWHPSW WR H[SODLQ� 1H[W ,

FULWLFDOO\ HYDOXDWH DQG FDOO LQWR TXHVWLRQ WKH FRQWLQXHG YDOLGLW\ RI NH\ SURSRVLWLRQV RI HDFK
WKHRU\ DQG HVSHFLDOO\ HDFK
V UHOLDQFH RQ �SURIHVVLRQDOLVP�� 7KH DUWLFOH FRQFOXGHV ZLWK D
EULHI VXPPDU\ RI WKH FULWHULD WKDW VKRXOG JXLGH WKH GHYHORSPHQW RI D QHZ WKHRU\ RI
FLYLOLDQ FRQWURO�

7KH FLYLO�PLOLWDU\ FKDOOHQJH LV WR UHFRQFLOH D PLOLWDU\ VWURQJ HQRXJK WR GR DQ\WKLQJ WKH
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FLYLOLDQV DVN WKHP WR ZLWK D PLOLWDU\ VXERUGLQDWH HQRXJK WR GR RQO\ ZKDW FLYLOLDQV

DXWKRUL]H WKHP WR GR� 7KLV LV D VSHFLDO FDVH RI WKH JHQHUDO SUREOHP RI SROLWLFDO DJHQF\�
KRZ GR \RX HQVXUH WKDW \RXU DJHQW LV GRLQJ \RXU ZLOO� HVSHFLDOO\ ZKHQ \RXU DJHQW KDV

JXQV DQG VR PD\ HQMR\ PRUH FRHUFLYH SRZHU WKDQ \RX GR" 7KLV ORQJ�VWDQGLQJ FKDOOHQJH

KDV JDLQHG JUHDWHU VDOLHQFH UHFHQWO\ DV $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV KDYH HQWHUHG D

SKDVH RI SDUWLFXODU DFULPRQ\� 7KH DFULPRQ\ ZDV PDQLIHVWHG LQ WKH UHPDUNDEOH GHJUHH RI
SXEOLF YLWULRO GLUHFWHG DW WKH SHUVRQ RI WKH &RPPDQGHU�LQ�&KLHI E\ XQLIRUPHG RIILFHUV�
HVSHFLDOO\ LQ RII�WKH�UHFRUG FRPPHQWV HDUO\ LQ 3UHVLGHQW &OLQWRQ
V WHQXUH�� 7KH DFULPRQ\
ZDV IXUWKHU PDQLIHVWHG LQ D GHEDWH RYHU ZKHWKHU VHQLRU PLOLWDU\ RIILFHUV KDYH XVXUSHG WRR
PXFK DXWKRULW\ LQ VKDSLQJ PLOLWDU\ DQG SROLWLFDO�PLOLWDU\ GHFLVLRQV RQ WKH VL]H DQG VKDSH RI
WKH SRVW�&ROG :DU GHIHQVH HVWDEOLVKPHQW� WKH XVH RI IRUFH� DQG RWKHU VWUDWHJLF PDWWHUV��
)LQDOO\� WKH DFULPRQ\ KDV EHHQ VHHQ LQ IULFWLRQ JHQHUDWHG E\ WZR VLPXOWDQHRXV DQG
FRQWUDGLFWRU\ WUHQGV� 2Q WKH RQH KDQG� WKHUH KDV EHHQ D GLYHUJHQFH LQ WKH VRFLRORJ\ RI
FLYLOLDQ DQG PLOLWDU\ HVWDEOLVKPHQWV DV IHZHU SROLWLFDO HOLWHV KDYH GLUHFW H[SHULHQFH RU
SHUVRQDO FRQQHFWLRQV ZLWK WKH PLOLWDU\� RQ WKH RWKHU KDQG� WKHUH KDV EHHQ D FRQYHUJHQFH

LQ FLYLOLDQ DQG PLOLWDU\ IXQFWLRQV DV WUDGLWLRQDO PLOLWDU\ WKUHDWV WR 8�6� LQWHUHVWV IDGH DQG
QRQWUDGLWLRQDO PLVVLRQV LQFUHDVLQJO\ RFFXS\ PLOLWDU\ HQHUJ\ DQG UHVRXUFHV��

7KH UKHWRULF RI WKH SXEOLF GHEDWH� SHSSHUHG ZLWK UHIHUHQFHV WR VFDQGDOV� FRXSV� DQG D
PLOLWDU\ �RXW RI FRQWURO�� VXJJHVWV WKDW FLYLOLDQ OHDGHUV LQ WKH 8QLWHG 6WDWHV DUH IDFLQJ DQ
LQVXERUGLQDWH PLOLWDU\� 6XFK UKHWRULF QDWXUDOO\ GLUHFWV DWWHQWLRQ WR WKH WKHRU\ RI FLYLO�
PLOLWDU\ UHODWLRQV LQ RUGHU WR XQGHUVWDQG WKH IRUFHV WKDW VKDSH WKH LQWHUDFWLRQV RI FLYLOLDQ
DQG PLOLWDU\ LQVWLWXWLRQV DQG WR DSSUHFLDWH WKH GHWHUPLQDQWV RI FLYLOLDQ FRQWURO� &LYLOPLOLWDU\
UHODWLRQV WKHRU\� KRZHYHU� UHPDLQV XQGHUGHYHORSHG� 7KH HPSLULFDO OLWHUDWXUH LV YDVW DQG

LQIRUPDWLYH EXW LW KDV DGYDQFHG SULPDULO\ DORQJ WKHRUHWLFDO OLQHV RI DQDO\VLV ODLG RXW E\
+XQWLQJWRQ DQG -DQRZLW] WKLUW\ RU IRUW\ \HDUV DJR� 7KHRUHWLFDO GHEDWHV� VXFK DV WKH\ DUH�
ODUJHO\ UHFDSLWXODWH +XQWLQJWRQ
V FODLPV DERXW SURIHVVLRQDOLVP RU -DQRZLW]
 HDUO\ FULWLTXH
RI +XQWLQJWRQ� 'HVSLWH WKHLU SURPLQHQFH� KRZHYHU� QHLWKHU +XQWLQJWRQ QRU -DQRZLW]
DGHTXDWHO\ H[SODLQ WKH SUREOHP RI FLYLOLDQ FRQWURO DQG VR ERWK DUH XQFHUWDLQ JXLGHV IRU
IXWXUH VWXG\ DQG SROLF\PDNLQJ� 6SHFLILFDOO\� DV , RXWOLQH EHORZ� WKH\ VNLUW FUXFLDO DVSHFWV RI
WKH FLYLOLDQ FRQWURO SUREOHP DQG PDNH FODLPV DERXW RWKHU DVSHFWV WKDW VXEVHTXHQW

HPSLULFDO UHVHDUFK KDV FKDOOHQJHG� ,Q VKRUW� DQ DOWHUQDWLYH WKHRU\ RI $PHULFDQ FLYLO�PLOLWDU\
UHODWLRQV LV FDOOHG IRU�

7KH &LYLO�0LOLWDU\ 3UREOHPDWLTXH

7KH FLYLO�PLOLWDU\ SUREOHPDWLTXH LV D VLPSOH SDUDGR[� EHFDXVH ZH IHDU RWKHUV ZH FUHDWH DQ
LQVWLWXWLRQ RI YLROHQFH WR SURWHFW XV� EXW WKHQ ZH IHDU WKH YHU\ LQVWLWXWLRQ ZH FUHDWHG IRU
SURWHFWLRQ� 7KH SRLQW LV PDGH ZLWK UHVRUW WR WKH FRPPRQ SDUDEOH RI D VWDWH RI QDWXUH
ZKHUH LQGLYLGXDOV IHQG IRU WKHPVHOYHV�� +HUH WKH SURWHFWRU DQG WKH SURWHFWHH DUH RQH DQG
WKH VDPH� 7KHUH LV QR FLYLO�PLOLWDU\ GLOHPPD� HYHQ LI OLIH LV� DV +REEHV VDLG� �QDVW\� EUXWLVK�
DQG VKRUW��� $V SROLWLFDO SKLORVRSKHUV VLQFH 3ODWR KDYH UHFRJQL]HG� KRZHYHU� RQFH
LQGLYLGXDOV EDQG WRJHWKHU LQ FRPPXQLW\� WKH SUREOHP RI DJHQF\ DULVHV LQ WZR VWDJHV� 7KH
ILUVW VWDJH LQYROYHV WKH GHOHJDWLRQ RI GHFLVLRQPDNLQJ DXWKRULW\ IURP HDFK LQGLYLGXDO WR WKH
FROOHFWLYH� DV UHSUHVHQWHG E\ VRPH OHDGHU RU FRXQFLO RI OHDGHUV� 7KH VHFRQG VWDJH LV WKH
FHQWUDO RQH IRU WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH DQG LQYROYHV WKH GHOHJDWLRQ RI WKH ILJKWLQJ
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PLVVLRQ IURP HDFK LQGLYLGXDO WR D VSHFLDOL]HG JURXS� 3HUKDSV IRU D WLPH LW LV SRVVLEOH WR
LPDJLQH WKDW HYHU\RQH LQ WKH EDQG ILJKWV XQWLO WKH WKUHDW LV JRQH RU WKH PLVVLRQ LV
DFFRPSOLVKHG� DW ZKLFK WLPH HYHU\RQH UHWXUQV WR QRUPDO FLYLOLDQ OLIH� %XW DW VRPH SRLQW�
DQG ZHOO EHIRUH WKH HPHUJHQFH RI SURIHVVLRQDO PLOLWDULHV� GLYLVLRQV RI ODERU FUHHS LQ� ,Q
WKHRU\� WKH LQLWLDO GLYLVLRQ RI ODERU LV EHWZHHQ WKRVH ZKR ZLOO ILJKW ZKHQ QHHGHG DQG WKH
UHVW ZKR ZLOO VWD\ EHKLQG UHJDUGOHVV� $W WKLV VWDJH� VLQFH WKH FRHUFLYH IRUFH LV RQO\ FUHDWHG
ZKHQ D WKUHDW HPHUJHV RU ZKHQ D SHUFHLYHG QHHG IRU DJJUHVVLYH DFWLRQ DULVHV� WKH SUREOHP
RI FRQWURO LV UHGXFHG FRQVLGHUDEO\ EXW QRW HOLPLQDWHG� 7KH JURXS PXVW GHFLGH ZKR LV
JRLQJ WR GR WKH ILJKWLQJ DQG WKLV LQYROYHV FDOFXODWLRQV RI ULVN� KRZ ELJ D WKUHDW DUH ZH
IDFLQJ DQG KRZ ELJ D SURWHFWLYH LQVWLWXWLRQ GR ZH QHHG" $W WKH VDPH WLPH� WKH
GHVLJQDWLRQ RI SRWHQWLDO ILJKWHUV FRQVWLWXWHV� DW D PLQLPXP� WKH FUHDWLRQ RI FRHUFLYH
SRZHU WKDW HYHU DIWHU SRVHV D ODWHQW WKUHDW WR WKH OLEHUW\ RI WKH JURXS�

$V WKH FRPPXQLW\ JURZV� DQG DV WKH DUW DQG VFLHQFH RI ZDU DGYDQFH� UROH GLIIHUHQWLDWLRQ
DQG VNLOO VSHFLDOL]DWLRQ ZLOO LQFUHDVH� -XVW DV LQGLYLGXDOV ZLOO FRPH WR UHO\ RQ D IHZ
SURGXFHUV WR SURYLGH WKH JRRGV VRFLHW\ QHHGV WR VXEVLVW� VR ZLOO WKH\ UHO\ RQ WKH

GHVLJQDWHG GHIHQGHUV WR SURYLGH VHFXULW\ IRU WKH JURXS� 2I FRXUVH� WKLV VXEJURXS FDQ EH
PRUH RU OHVV UHSUHVHQWDWLYH RI VRFLHW\ DV D ZKROH� WKH EXUGHQ RI GHIHQVH FDQ EH VKDUHG
HTXDOO\ DFURVV DOO VXEJURXSV RU LW FDQ IDOO GLVSURSRUWLRQDWHO\ RQ FHUWDLQ HOHPHQWV �H�J��
DULVWRFUDWV RU FHUWDLQ HWKQLF JURXSV�� ,Q HYHU\ FDVH� KRZHYHU� WKH DFWXDO ILJKWLQJ ZLOO EH
GRQH E\ VRPH VXEVHW RI VRFLHW\ DQG WKDW VXEVHW ZLOO EH� E\ GHILQLWLRQ� WKH PLOLWDU\�
$UUDQJHPHQWV ZLOO EH PDGH WR VHFXUH WKH VHUYLFHV RI WKLV JURXS �YROXQWDU\ LQGXFHPHQWV�
SHHU SUHVVXUH� GUDIW�� LW ZLOO EH HTXLSSHG ZLWK WKH QHFHVVDU\ ZKHUHZLWKDO WR SURWHFW VRFLHW\
�WKUHDWV HVWLPDWHG� UHVSRQVHV JDXJHG� UHVRXUFHV DOORFDWHG�� EXW JXDUDQWHHV WKDW WKLV

ILJKWLQJ IRUFH ZLOO QRW WXUQ RQ LWV FUHDWRUV ZLOO EH QHJRWLDWHG �WKH SUREOHP RI FLYLOLDQ
FRQWURO�� ,Q VKRUW� VRFLHWDO SURWHFWLRQ ZLOO EH LQVWLWXWLRQDOL]HG DQG WKLV P\WKLFDO VRFLHW\ ZLOO

GLUHFWO\ HQFRXQWHU WKH FLYLOPLOLWDU\ SUREOHPDWLTXH�

7ZR FHQWUDO DQG SRWHQWLDOO\ FRQIOLFWLQJ SULQFLSOHV FDQ EH GHGXFHG IURP WKH SUREOHPDWLTXH�
)LUVW� WKH PLOLWDU\ PXVW EH VWURQJ HQRXJK WR SUHYDLO LQ WKH VRFLHW\
V ZDUV� 7KH ZKROH
SXUSRVH EHKLQG HVWDEOLVKLQJ WKH PLOLWDU\ LQ WKH ILUVW SODFH LV WKH QHHG� RU SHUFHLYHG QHHG�
IRU PLOLWDU\ IRUFH HLWKHU WR DWWDFN RWKHU JURXSV RU VLPSO\ WR ZDUG RII DWWDFNV E\ RWKHUV� 7KH
PLOLWDU\ LQVWLWXWLRQ LV QRW D SROLWLFDO WRRO RI ILUVW UHVRUW� JLYHQ WKH WUHPHQGRXV ILQDQFLDO DQG
KXPDQ FRVWV DVVRFLDWHG ZLWK LWV XVH� EXW GLIIHUHQW VRFLHWLHV ZLOO KDYH GLIIHUHQW SURSHQVLWLHV
IRU WKH XVH RI IRUFH� 5HJDUGOHVV RI KRZ FDYDOLHUO\ LW LV XVHG� KRZHYHU� LW LV HVSHFLDOO\ NHSW
IRU HPHUJHQFLHV� /LNH DQ DXWRPRELOH
V DLUEDJ� WKHQ� WKH PLOLWDU\ SULPDULO\ H[LVWV DV D JXDUG
DJDLQVW GLVDVWHU� ,W PXVW DOZD\V EH UHDG\ HYHQ LI LW LV QHYHU XVHG� 0RUHRYHU� LWV VWUHQJWK
PXVW EH VL]HG DSSURSULDWHO\ WR WKH WKUHDWV FRQIURQWLQJ WKH SROLW\� ,W VHUYHV QR SXUSRVH WR
HVWDEOLVK D SURWHFWLRQ IRUFH DQG WKHQ WR YLWLDWH LW WR WKH SRLQW ZKHUH LW FDQ QR ORQJHU
SURWHFW� ,QGHHG� DQ LQDGHTXDWH PLOLWDU\ LQVWLWXWLRQ PD\ EH ZRUVH WKDQ QRQH DW DOO� ,W FRXOG
EH D SDSHU WLJHU LQYLWLQJ RXWVLGH DJJUHVVLRQ� VWURQJ HQRXJK LQ DSSHDUDQFH WR WKUHDWHQ
SRZHUIXO HQHPLHV� EXW QRW VWURQJ HQRXJK LQ IDFW WR GHIHQG DJDLQVW WKHLU SUHGDWLRQV�
$OWHUQDWLYHO\� LW FRXOG OXOO OHDGHUV LQWR D IDOVH FRQILGHQFH� OHDG WKHP WR UDVK EHKDYLRU� DQG
WKHQ IDLO LQ WKH XOWLPDWH PLOLWDU\ FRQWHVW� )URP WKLV ILUVW SULQFLSOH� WKHQ� RQH FDQ IXUWKHU
GHGXFH D QXPEHU RI IHDWXUHV RI WKH LGHDO�W\SH PLOLWDU\� LW LV WDVNHG ZLWK GHIHQGLQJ WKH
ERG\ SROLWLF� LW LV UHDG\ IRU H[WUHPH HPHUJHQFLHV DQG IRU OHVVHU WDVNV DV GHVLUHG� DQG LW LV
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VXIILFLHQWO\ VWURQJ DQG SURSHUO\ RULHQWHG WR PHHW WKH SHFXOLDU WKUHDWV IDFLQJ WKDW SDUWLFXODU
SROLW\��

7KH VHFRQG EDVLF SULQFLSOH LV ORJLFDOO\ UHODWHG EXW SUDFWLFDOO\ LQ WHQVLRQ ZLWK WKH ILUVW� MXVW
DV WKH PLOLWDU\ PXVW SURWHFW WKH SROLW\ IURP HQHPLHV� VR PXVW LW FRQGXFW LWV RZQ DIIDLUV VR
DV QRW WR GHVWUR\ WKH VRFLHW\ LW LV LQWHQGHG WR SURWHFW� %HFDXVH WKH PLOLWDU\ PXVW IDFH
HQHPLHV� LW PXVW KDYH FRHUFLYH SRZHU� WKH DELOLW\ WR IRUFH LWV ZLOO RQ RWKHUV� %XW EHFDXVH
WKH PLOLWDU\ KDV WKLV FRHUFLYH SRZHU� LW PD\ DOVR KDYH WKH DELOLW\ WR HQIRUFH LWV ZLOO RQ WKH
FRPPXQLW\ WKDW FUHDWHG LW LQ WKH ILUVW SODFH� $ GLUHFW VHL]XUH RI SROLWLFDO SRZHU E\ WKH
PLOLWDU\ LV WKH WUDGLWLRQDO ZRUU\ RI FLYLOPLOLWDU\ UHODWLRQV WKHRU\� /HVV REYLRXV� EXW MXVW DV
VLQLVWHU� LV WKH DELOLW\ RI WKH PLOLWDU\ WR GHVWUR\ VRFLHW\ E\ GUDLQLQJ LW RI UHVRXUFHV LQ D TXHVW
IRU HYHU JUHDWHU VWUHQJWK DV D KHGJH DJDLQVW WKH HQHPLHV RI WKH VWDWH� <HW DQRWKHU FRQFHUQ
LV WKDW D URJXH PLOLWDU\ FRXOG LQYROYH WKH VRFLHW\ LQ ZDUV DQG FRQIOLFWV FRQWUDU\ WR VRFLHW\
V
LQWHUHVWV� HLWKHU GLUHFWO\ DV LQ WKH K\SRWKHWLFDO SUHFLSLWDWLRQ RI D QXFOHDU ZDU RU LQGLUHFWO\
DV LQ WKH :RUOG :DU , FDVH RI ULJLG PRELOL]DWLRQ VFKHGXOHV WKDW FDPH WR GLFWDWH VWDWH SROLF\
LQ WKH ILQDO GD\V RI WKH FULVLV� $QG� ILQDOO\� WKHUH LV D FRQFHUQ RYHU WKH VLPSOH PDWWHU RI
REHGLHQFH� HYHQ LI WKH PLOLWDU\ GRHV QRW GHVWUR\ VRFLHW\� ZLOO LW REH\ LWV FLYLOLDQ PDVWHUV RU
ZLOO LW XVH LWV FRQVLGHUDEOH FRHUFLYH SRZHU WR UHVLVW FLYLOLDQ GLUHFWLRQ DQG SXUVXH LWV RZQ
LQWHUHVWV" 6HYHUDO PRUH IHDWXUHV RI WKH LGHDO PLOLWDU\ DUH VXJJHVWHG E\ WKLV VHFRQG
SULQFLSOH� LW LV VXERUGLQDWH WR WKH SROLWLFDO DXWKRULW\ RI WKH VWDWH� ZKLOH LW VKRXOG EH ODUJH
HQRXJK WR SURWHFW DJDLQVW WKUHDWV� LWV VL]H DQG GUDZ RQ VRFLHW\
V UHVRXUFHV PXVW EH

ERXQGHG�

7KHVH WZR SULQFLSOHV� LQKHUHQW LQ WKH VSHFLDOL]DWLRQ WKDW UHVXOWV IURP FRPPXQDO OLYLQJ�
REWDLQ HYHQ LQ SROLWLHV ZKHUH WKH XQLIRUPHG PLOLWDU\ LV LQ FRQWURO RI DOO SROLWLFDO DIIDLUV�
(YHQ LQ VXFK FDVHV� KRZHYHU� WKH SUREOHP RI DJHQF\ RIWHQ DULVHV LI WKH FRXS OHDGHUV IUDPH
WKHLU UROH DV EHLQJ VHUYDQWV RI WKH VWDWH RU WKH KLJKHU FROOHFWLYH� ,Q WKLV VHQVH� WKH PLOLWDU\ LV
DGGLQJ DQ DGGLWLRQDO OD\HU RI DJHQF\ WR WKH VWRU\ WROG DW WKH EHJLQQLQJ RI WKLV VHFWLRQ�
LQGLYLGXDOV GHOHJDWH WR D FROOHFWLYH� WKH FROOHFWLYH GHOHJDWHV WR D UHJLPH� DQG WKH UHJLPH
GHOHJDWHV WR WKH ILJKWHUV� 7KH FRXS KDSSHQV� DFFRUGLQJ WR WKLV ORJLF� ZKHQ WKH ILJKWHUV
GHWHUPLQH WKDW WKH UHJLPH KDV YLRODWHG WKH ZLOO� LQWHUHVWV RI WKH FROOHFWLYH� 7KH ILJKWHUV VWLOO
VHH WKHPVHOYHV LQ WKHRU\ DV WKH DJHQWV RI WKH VWDWH �DOEHLW QRW WHUULEO\ VXEVHUYLHQW DJHQWV��
0RUH GLUHFWO\� WKH YHU\ DFW RI SROLWLFDO SRZHU UHFUHDWHV WKH VHFRQG GHOHJDWLRQ�DJHQF\
SUREOHP� HYHQ WKRXJK WKH IDFW WKDW ERWK SROLWLFDO OHDGHUV DQG WKH ILJKWLQJ JURXSV DOLNH
ZHDU XQLIRUPV PD\ PDNH LW VHHP DV LI WKH GLYLVLRQ RI ODERU GRHV QRW H[LVW� )RU HYHQ KHUH�
UHVSRQVLELOLW\ LV GLYLGHG EHWZHHQ WKRVH ZKR GR WKH ILJKWLQJ DQG WKRVH ZKR UHPDLQ EHKLQG
WR ZLHOG SROLWLFDO SRZHU�� :HDULQJ WKH VDPH XQLIRUP GRHV QRW SUHYHQW WKRVH ZKR VWD\
EHKLQG IURP ZRUU\LQJ DERXW ZKHWKHU WKH ILJKWHUV DUH DGHTXDWH WR GHIHQG WKHP RU
ZKHWKHU WKH ILJKWHUV DUH OLDEOH WR WXUQ DURXQG DQG XQVHDW WKHP� DV WKH SUHYDOHQFH RI
FRXSV DQG FRXQWHU�FRXSV LQ PLOLWDU\ GLFWDWRUVKLSV DWWHVWV�

7KHVH WZR SULQFLSOHV DUH VHHQ PRVW VWDUNO\� KRZHYHU� LQ GHPRFUDFLHV ZKHUH WKH
SUHURJDWLYHV RI WKH SURWHFWHH DUH WKRXJKW WR WUXPS WKH SURWHFWRUV DW HYHU\ WXUQ�ZKHUH WKH
PHWDSKRULFDO GHOHJDWLRQ RI SROLWLFDO DXWKRULW\ WR DJHQWV LV HQDFWHG DW UHJXODU LQWHUYDOV
WKURXJK WKH EDOORW ER[� 'HPRFUDWLF WKHRU\ LV VXPPHG LQ WKH HSLJUDP WKDW WKH JRYHUQHG
VKRXOG JRYHUQ� 3HRSOH PD\ FKRRVH SROLWLFDO DJHQWV WR DFW RQ WKHLU EHKDOI� EXW WKDW VKRXOG
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LQ QR ZD\ PHDQ WKDW WKH SHRSOH KDYH DOLHQDWHG WKHLU SROLWLFDO SULYLOHJHV� 0RVW RI
GHPRFUDWLF WKHRU\ LV FRQFHUQHG ZLWK GHYLVLQJ ZD\V WR LQVXUH WKDW WKH SHRSOH FDQ UHPDLQ LQ

FRQWURO HYHQ DV WKH EXVLQHVV RI JRYHUQPHQW LV FRQGXFWHG E\ SURIHVVLRQDOV� &LYLO�PLOLWDU\
UHODWLRQV DUH MXVW D VSHFLDO H[WUHPH FDVH� LQYROYLQJ GHVLJQDWHG SROLWLFDO DJHQWV FRQWUROOLQJ

GHVLJQDWHG PLOLWDU\ DJHQWV�

,W IROORZV WKDW WKH KLHUDUFK\ RI GH MXUH DXWKRULW\ IDYRUV FLYLOLDQV DJDLQVW WKH PLOLWDU\� HYHQ
LQ WKRVH FDVHV ZKHQ WKH XQGHUO\LQJ GLVWULEXWLRQ RI GH IDFWR SRZHU IDYRUV WKH PLOLWDU\�
5HJDUGOHVV RI KRZ VWURQJ WKH PLOLWDU\ LV� FLYLOLDQV DUH VXSSRVHG WR UHPDLQ WKH SROLWLFDO
PDVWHUV� :KLOH GHFLVLRQPDNLQJ PD\ LQ IDFW EH SROLWLFV DV XVXDO�WKH H[HUFLVH RI SRZHU LQ
SXUVXLW RI HQGV� LW LV SROLWLFV ZLWKLQ WKH FRQWH[W RI D SDUWLFXODU QRUPDWLYH FRQFHSWLRQ RI
ZKRVH ZLOO VKRXOG SUHYDLO� &LYLOLDQ FRPSHWHQFH� LQ WKH JHQHUDO VHQVH� H[WHQGV HYHQ EH\RQG
WKHLU FRPSHWHQFH LQ D SDUWLFXODU VHQVH�� 7KLV LV WKH QXE RI WKH GHPRFUDWLF DOWHUQDWLYH WR
3ODWR
V SKLORVRSKHU NLQJ� $OWKRXJK WKH H[SHUW PD\ XQGHUVWDQG WKH LVVXH EHWWHU� WKH H[SHUW
LV QRW LQ D SRVLWLRQ WR GHWHUPLQH WKH YDOXH WKH SHRSOH ZLOO DWWDFK WR GLIIHUHQW LVVXH
RXWFRPHV� ,Q WKH FLYLO�PLOLWDU\ FRQWH[W� WKLV PHDQV WKDW WKH PLOLWDU\ PD\ EH EHVW DEOH WR
LGHQWLI\ WKH WKUHDW DQG WKH DSSURSULDWH UHVSRQVHV WR WKDW WKUHDW IRU D JLYHQ OHYHO RI ULVN�
EXW RQO\ WKH FLYLOLDQ FDQ VHW WKH OHYHO RI DFFHSWDEOH ULVN IRU VRFLHW\� 7KH PLOLWDU\ FDQ VD\ ZH
QHHG VXFK DQG VXFK OHYHO RI DUPDPHQWV WR KDYH D FHUWDLQ SUREDELOLW\ RI EHLQJ DEOH WR
GHIHQG VXFFHVVIXOO\ DJDLQVW RXU HQHPLHV� EXW RQO\ WKH FLYLOLDQ FDQ VD\ ZKDW SUREDELOLW\ RI
VXFFHVV VRFLHW\ LV ZLOOLQJ WR SD\ IRU� 7KH PLOLWDU\ FDQ GHVFULEH LQ VRPH GHWDLO WKH QDWXUH RI
WKH WKUHDW SRVHG E\ D SDUWLFXODU HQHP\� EXW RQO\ WKH FLYLOLDQ FDQ GHFLGH ZKHWKHU WR IHHO
WKUHDWHQHG DQG VR KRZ RU HYHQ ZKHWKHU WR UHVSRQG� 7KH PLOLWDU\ TXDQWLILHV WKH ULVN� WKH
FLYLOLDQ MXGJHV LW� 5HJDUGOHVV RI KRZ VXSHULRU WKH PLOLWDU\ YLHZ RI D VLWXDWLRQ PD\ EH� WKH
FLYLOLDQ YLHZ WUXPSV LW� &LYLOLDQV VKRXOG JHW ZKDW WKH\ DVN IRU� HYHQ LI LW LV QRW ZKDW WKH\
UHDOO\ ZDQW� ,Q RWKHU ZRUGV� FLYLOLDQV KDYH D ULJKW WR EH ZURQJ�

7KH WZR FHQWUDO SULQFLSOHV�WKH QHHG WR KDYH SURWHFWLRQ E\ WKH PLOLWDU\ DQG WKH QHHG WR
KDYH SURWHFWLRQ IURP WKH PLOLWDU\�DUH LQ WHQVLRQ EHFDXVH HIIRUWV WR DVVXUH RQH VLGH
FRPSOLFDWH HIIRUWV WR DVVXUH WKH RWKHU� ,I D VRFLHW\ UHOHQWOHVVO\ SXUVXHV SURWHFWLRQ IURP
H[WHUQDO HQHPLHV� LW ZLOO EDQNUXSW LWVHOI� ,I VRFLHW\ PLQLPL]HV WKH VWUHQJWK RI WKH PLOLWDU\ VR
DV WR JXDUG DJDLQVW D PLOLWDU\ VHL]XUH RI SROLWLFDO SRZHU� LW OHDYHV LWVHOI YXOQHUDEOH WR
SUHGDWLRQV IURP H[WHUQDO HQHPLHV� ,W PD\ EH SRVVLEOH WR SURFXUH D JRRGO\ DPRXQW RI ERWK�
FHUWDLQO\ WKH 8QLWHG 6WDWHV VHHPV WR KDYH KDG VXFFHVV LQ VHFXULQJ D ODUJH PHDVXUH RI
SURWHFWLRQ ERWK E\ DQG IURP WKH PLOLWDU\�EXW WUDGHRIIV DW WKH PDUJLQV DUH LQHYLWDEOH�

(YHQ LI D VRFLHW\ VXFFHHGV LQ VLPXOWDQHRXVO\ DFKLHYLQJ DGHTXDWH OHYHOV RI DVVXUDQFH DJDLQVW
XWWHU FROODSVH DW HLWKHU H[WUHPH�EDWWOHILHOG FROODSVH DQG FRXS� SUREOHPV VWLOO UHPDLQ ZLWKLQ
WKH PLGGOH UDQJH RI SROLF\� HQVXULQJ WKDW WKH PLOLWDU\ LV FDSDEOH RI GRLQJ ZKDW \RX DVN
WKHP WR GR DQG DOVR ZLOOLQJ WR GR ZKDW \RX DVN WKHP WR GR� 7KXV� �VROYLQJ� WKH SUREOHP RI
FRXSV GRHV QRW VROYH� LQ WKH VHQVH RI QHXWUDOL]H� WKH JHQHUDO SUREOHP RI FRQWURO� :LOO WKH
PLOLWDU\ VWLOO GR ZKDW ZH DVN WKHP WR GR" $ PLOLWDU\ FRXOG QHYHU FRXS DQG \HW VWLOO
V\VWHPDWLFDOO\ XQGHUPLQH FLYLOLDQ FRQWURO� )RU LQVWDQFH� LW LV KDUGO\ D YLFWRU\ IRU FLYLOLDQ
FRQWURO LI WKH PLOLWDU\ WKUHDWHQV WR FRXS� H[WUDFWV FRQFHVVLRQV IURP WKH FLYLOLDQ
JRYHUQPHQW� DQG WKHQ GRHV QRW FRXS� (YHQ LI WKH PLOLWDU\ QHYHU ZDYHV WKH WKUHDW RI D
FRXS� WKH EDVLF SUREOHPDWLTXH UHPDLQV� 2Q WKH RQH KDQG� WKH PLOLWDU\ PD\ QRW FRXS
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EHFDXVH LW LV VR ZHDN RU GHPRUDOL]HG WKDW LW FDQQRW DFKLHYH LWV EDVLF SURWHFWLRQ PLVVLRQ�

2Q WKH RWKHU KDQG� LW PD\ QRW FRXS �DOWKRXJK LW KDV WKH SRZHU WR GR VR� EXW \HW UHVLVW

GLUHFWLRQ RU DEXVH GHOHJDWHG DXWKRULW\ LQ RWKHU ZD\V� $Q DGHTXDWH WUHDWPHQW RI WKH FLYLO�
PLOLWDU\ SUREOHPDWLTXH� WKHQ� PXVW UHFRJQL]H WKDW FLYLOLDQ FRQWURO LV PRUH QXDQFHG WKDQ

VLPSO\ SUHYHQWLQJ FRXSV�

7KH FLYLO�PLOLWDU\ SUREOHPDWLTXH LV ORJLFDOO\ SULRU WR DOO RWKHU QDWLRQDO VHFXULW\ LVVXHV WKDW
DUH� LQ D VHQVH� LQVWUXPHQWDO YDOXHV�WKH\ DUH DSSUDLVHG DFFRUGLQJ WR KRZ WKH\ UHOLHYH RU
H[DFHUEDWH WKH FHQWUDO FLYLOPLOLWDU\ FKDOOHQJH� 'HEDWHV RYHU IRUFH VWUXFWXUH DQG VWUDWHJ\ DUH
GHEDWHV RYHU KRZ EHVW WR HQVXUH WKDW VRFLHW\ LV SURWHFWHG� 'HEDWHV RYHU SHUVRQQHO DQG
RUJDQL]DWLRQ DUH DW VRPH OHYHO GHEDWHV RYHU KRZ EHVW WR HQVXUH WKDW WKH PLOLWDU\ LV
VXEVHUYLHQW WR FLYLOLDQ DXWKRULW\� 7KH IXUWKHU RQH LV UHPRYHG IURP WKH P\WKLFDO VWDWH RI
QDWXUH� KRZHYHU� WKH PRUH WHQXRXV VHHPV WKH OLQN� DV HYLGHQFHG E\ WKH GHEDWHV WKDW KDYH
KDG VSHFLDO VDOLHQFH LQ WKH SRVW�&ROG :DU $PHULFDQ VHFXULW\ HQYLURQPHQW� 7KH GHEDWH RYHU
OLIWLQJ WKH EDQ RQ RSHQ KRPRVH[XDOLW\ VHHPHG ODUJHO\ XQUHODWHG WR WKH QHHG WR SURWHFW
VRFLHW\ IURP H[WHUQDO HQHPLHV RU WKH QHHG WR SURWHFW VRFLHW\ IURP WKH PLOLWDU\� /LNHZLVH�
GHEDWHV RYHU PLOLWDU\ EDVH FORVXUHV DSSHDU WR KDYH PRUH WR GR ZLWK WKH HOHFWRUDO VXUYLYDO
RI LQGLYLGXDO SROLWLFLDQV WKDQ WKH\ GR ZLWK WKH VXUYLYDO RI WKH VWDWH� <HW RSSRQHQWV RI
OLIWLQJ WKH EDQ DUJXHG� LQWHU DOLD� WKDW WKH EDQ ZDV QHHGHG WR SUHVHUYH WURRS PRUDOH WKDW
ZDV FULWLFDO IRU PLOLWDU\ VXFFHVV RQ WKH EDWWOHILHOG� 3URSRQHQWV RI OLIWLQJ WKH EDQ DUJXHG
WKDW PLOLWDU\ UHVLVWDQFH ZDV D WKUHDW WR FLYLOLDQ FRQWURO� 7KH EDVH FORVXUH LVVXH LV VHW DJDLQVW
WKH EDFNGURS RI DQ HYHQ ODUJHU GHEDWH RYHU KRZ WR GRZQVL]H DIWHU WKH &ROG :DU ZLWKRXW
FXWWLQJ PLOLWDU\ FDSDELOLWLHV WR D GDQJHURXVO\ ORZ OHYHO� ,Q RWKHU ZRUGV� HYHQ LQ D FRXQWU\
DV PDQLIHVWO\ VHFXUH DV WKH 8QLWHG 6WDWHV DIWHU WKH HQG RI WKH &ROG :DU� GHEDWHV DERXW
GHIHQVH SROLF\ DUH FDVW DJDLQVW WKH EDFNGURS RI WKH FHQWUDO SUREOHP RI DVVXULQJ WKDW WKH
PLOLWDU\ LV ERWK VWURQJ HQRXJK WR SURWHFW DQG SOLDQW HQRXJK WR GR ZKDW FLYLOLDQV RUGHU
WKHP WR GR�

7KH SROLWLFDO VDOLHQFH RI WKHVH VHFRQGDU\ LVVXHV� KRZHYHU� SRLQWV WR DQ LPSRUWDQW SUREOHP
IRU FLYLO�PLOLWDU\ UHODWLRQV WKHRU\� RYHU WLPH WKH PLOLWDU\ KDV FRPH WR VHUYH PXOWLSOH
SXUSRVHV� ,Q WKH EULHI WKRXJKW H[SHULPHQW GLVFXVVHG DERYH� WKH PLOLWDU\ ZDV LQYHQWHG DV D
SURWHFWLRQ GHYLFH DJDLQVW H[WHUQDO HQHPLHV� 7KLV UHPDLQV LWV RULJLQDO DQG ORJLFDOO\ SULPDU\
PLVVLRQ� 2QFH FUHDWHG� KRZHYHU� WKH PLOLWDU\ LQVWLWXWLRQ FDQ EH D YHKLFOH IRU DGYDQFLQJ DQ\
QXPEHU RI RWKHU VRFLHWDO JRDOV� 7KH PLOLWDU\ LV D WRRO ZLWK D XQLTXH DQG GHILQLQJ PLVVLRQ
RI WKH H[HUFLVH RI FRHUFLYH SRZHU� %XW LQ WKH SURFHVV RI FUHDWLQJ DQ LQVWLWXWLRQ FDSDEOH RI
H[HUWLQJ FRHUFLYH SRZHU� VRFLHW\ KDV QHFHVVDULO\� LI XQLQWHQWLRQDOO\� FUHDWHG DQ LQVWUXPHQW
WKDW KDV D QXPEHU RI DX[LOLDU\ FDSDELOLWLHV� 7KH PLOLWDU\ KDV WKH DELOLW\ WR H[HFXWH
PDQSRZHU�LQWHQVLYH VWDWH SURJUDPV� QRWDEO\ FRQVWUXFWLRQ DQG GLVDVWHU UHOLHI� &LYLOLDQV FDQ
XVH WKH PLOLWDU\ WR UHGLVWULEXWH ZHDOWK� YLD WKH GHIHQVH EXGJHW� WR SDUWLFXODU UHJLRQV RU
FRUSRUDWH LQWHUHVWV� $QG LW KDV WKH DELOLW\ WR DGGUHVV TXHVWLRQV RI VRFLDO LQMXVWLFH� E\
OHYHOLQJ WKH SOD\LQJ ILHOG IRU GLVDGYDQWDJHG VRFLDO JURXSV� VWUDWHJLFDOO\ GLVWULEXWLQJ ZHDOWK
DQG RSSRUWXQLW\� DQG HYHQ FRHUFLYHO\ FKDQJLQJ LQGLYLGXDO DWWLWXGHV �WKURXJK HQIRUFHG
VHQVLWLYLW\ WUDLQLQJ��

7KHVH DX[LOLDU\ FDSDELOLWLHV FRPSOLFDWH WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH� :KHUHDV RULJLQDOO\
WKH WDVN ZDV WR RSWLPL]H D PLOLWDU\ SRVWXUH WKDW �PHUHO\� VLPXOWDQHRXVO\ JXDUDQWHHG
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SURWHFWLRQ DJDLQVW H[WHUQDO DQG LQWHUQDO HQHPLHV� QRZ WKH WDVN LV WR GR DOO WKDW ZKLOH DOVR

RSWLPDOO\ H[SORLWLQJ WKHVH DX[LOLDU\ FDSDELOLWLHV� :KHQ WKH SULPDU\ SXUSRVH RI WKH PLOLWDU\
VHHPV LUUHOHYDQW EHFDXVH WKH VWDWH IDFHV QR SUHVVLQJ WKUHDW� WKH VHFRQGDU\ SXUSRVHV FDQ
ORRP VR ODUJH DV WR HFOLSVH WKH VHFXULW\ PLVVLRQ�KHQFH WKH UHFHQW SURPLQHQFH RI
QRQWUDGLWLRQDO PLVVLRQV IRU WKH PLOLWDU\� %XW LW LV QRW SRVVLEOH WR VHYHU WKH LQVWUXPHQWDO OLQN
WR WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH HQWLUHO\� HYHQ LQ LQVWDQFHV ZKHUH WKH XVH RI WKH PLOLWDU\
VHHPV DQ HQG XQWR LWVHOI� )RU LQVWDQFH� LW FDQ EH DUJXHG WKDW WKH PLOLWDU\� DV D SUHHPLQHQW
LQVWLWXWLRQ LQ VRFLHW\� VKRXOG UHIOHFW VRFLHWDO YDOXHV SUHFLVHO\ DQG VLPSO\ EHFDXVH WKDW LV
ZKDW VRFLHW\ YDOXHV� 7KLV ZDV WKH HVVHQFH RI WKH MXVWLILFDWLRQ IRU OLIWLQJ WKH EDQ RQ
KRPRVH[XDOV VHUYLQJ RSHQO\ LQ WKH PLOLWDU\� DQG HDUOLHU HIIRUWV WR H[SDQG RSSRUWXQLWLHV IRU
ZRPHQ DQG $IULFDQ�$PHULFDQV� LI ZH DV D VRFLHW\ VD\ LW LV ZURQJ WR GLVFULPLQDWH RQ WKH
EDVLV RI WKHVH SDUWLFXODU DVFULSWLYH IHDWXUHV� WKHQ WKH PLOLWDU\ VKRXOG QRW GR VR� SHULRG� %XW
HYHQ WKHVH QRQLQVWUXPHQWDO XVHV KDYH LQVWUXPHQWDO LPSOLFDWLRQV IRU WKH SULPDU\ SURWHFWLRQ
UROH RI WKH PLOLWDU\� 7KH\ PD\ KDYH D GHOHWHULRXV HIIHFW� DV RSSRQHQWV KDYH UHSHDWHGO\
DUJXHG� HLWKHU ZHDNHQLQJ WKH PLOLWDU\ WR PDNH LW OHVV FDSDEOH RI GHIHQVH RU DQWDJRQL]LQJ
WKH PLOLWDU\ DQG PDNLQJ LW PRUH WKUHDWHQLQJ WR FLYLOLDQ DXWKRULW\� $OWHUQDWLYHO\� WKH\ PD\

KDYH D EHQHILFLDO HIIHFW LQ PRELOL]LQJ D ODUJHU SRUWLRQ RI VRFLHWDO UHVRXUFHV� DV SURSRQHQWV
KDYH DUJXHG� (YHQ ZKHQ WKHLU HIIHFW LV QRW SURIRXQG� LW LV QRQHWKHOHVV GLVFHUQLEOH DQG
UHPDLQV WKH ORJLFDOO\ SULRU SRLQW RI HYDOXDWLRQ IRU VXFK SURSRVDOV� XQOHVV D QRQHIIHFW LV
NQRZQ ZLWK FRQILGHQFH� LW GRHV QRW PDNH VHQVH WR HYDOXDWH WKH QRQLQVWUXPHQWDO FRVWV DQG

EHQHILWV LQ LVRODWLRQ�

7KH FHQWUDOLW\ RI WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH PHULWV HPSKDVLV LQ WKH $PHULFDQ FRQWH[W
SUHFLVHO\ EHFDXVH ��� \HDUV RI DSSDUHQWO\ VXFFHVVIXO FLYLO�PLOLWDU\ UHODWLRQV KDYH REVFXUHG
LWV LPSRUWDQFH� ,W LV QR DFFLGHQW WKDW $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV KDYH EHHQ D UHODWLYHO\
GRUPDQW DUHD IRU SROLWLFDO VFLHQWLVWV� 7KH\ UHFHLYHG FRQVLGHUDEOH DWWHQWLRQ GXULQJ WKH ODWH
����V DQG ����V ZLWK VHYHUDO PDMRU VWXGLHV�"R EXW KDYH EHHQ ODUJHO\ LJQRUHG E\ SROLWLFDO
VFLHQWLVWV HYHU VLQFH� 7KH LPSRUWDQW H[FHSWLRQV KDYH DOO� E\ DQG ODUJH� RSHUDWHG ZLWKLQ
IUDPHZRUNV HVWDEOLVKHG E\ WKH HDUO\ &ROG :DU WKHRULVWV�OO (YHQ WKH WUDXPD RI WKH 9LHWQDP
:DU SURYHG LQVXIILFLHQW WR PRWLYDWH D WKRURXJK UHH[DPLQDWLRQ E\ SROLWLFDO VFLHQWLVWV�O�
7KDW LV QRW WR VD\ WKDW WKH ILHOG RI FLYLO�PLOLWDU\ UHODWLRQV WKHRU\ KDV EHHQ GRUPDQW�O�
&RPSDUDWLYLVWV KDYH PDGH FLYLO�PLOLWDU\ UHODWLRQV D SRLQW RI HPSKDVLV SUHFLVHO\ EHFDXVH WKH
XELTXLW\ RI FRXSV DQG PLOLWDU\ GLFWDWRUVKLSV PDNHV WKH SUREOHPDWLTXH VR REYLRXVO\ D
SULQFLSDO LVVXH IRU SROLWLFDO VWXGLHV LQ RWKHU FRXQWULHV�O� %XW LQ WKH $PHULFDQ FRQWH[W� LW KDV
EHHQ VRFLRORJLVWV DQG SROLWLFDO VFLHQWLVWV RSHUDWLQJ ZLWKLQ WKH VRFLRORJLFDO VFKRRO ZKR�
IROORZLQJ WKH -DQRZLW] WUDGLWLRQ� DUH UHVSRQVLEOH IRU WKH EXON RI VFKRODUVKLS RQ $PHULFDQ
FLYLO�PLOLWDU\ UHODWLRQV�O� 7KHLU ILQGLQJV RQ WKH FKDQJHV LQ PLOLWDU\ FDUHHU WUDFNV� RQ WKH
FKDOOHQJHV IDFHG E\ PLOLWDU\ IDPLOLHV� DQG RQ WKH QXDQFHV RI PLOLWDU\ SURIHVVLRQDOLVP DUH RI
JUHDW VRFLRORJLFDO LPSRUW EXW VHHP OHVV UHOHYDQW WR SROLWLFDO VFLHQWLVWV FRQFHUQHG ZLWK WKH

H[HUFLVH RI SRZHU EHWZHHQ LQVWLWXWLRQV� )URP D FUDVV SROLWLFDO VFLHQFH SRLQW RI YLHZ� WKH
$PHULFDQ FDVH VHHPV XQLQWHUHVWLQJ� RFFXS\LQJ ZLWK GUHDU\ UHJXODULW\ WKH �VWDEOH��

�KDUPRQLRXV�� RU �EDODQFHG�� FHOO LQ ZKDWHYHU �[� WDEOH WKH W\SRORJ\ JHQHUDWHV�O�

&RQVHTXHQWO\� WKH SROLWLFDO VFLHQWLVWV LQWHUHVWHG LQ FLYLO�PLOLWDU\ SUREOHPV KDYH EHHQ

XQLQWHUHVWHG LQ $PHULFDQ SROLWLFV DQG WKRVH LQWHUHVWHG LQ $PHULFDQ SROLWLFV KDYH EHHQ

XQLQWHUHVWHG LQ FLYLO�PLOLWDU\ UHODWLRQV�
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<HW� DV , KDYH DUJXHG HOVHZKHUH� WKH KLVWRU\ RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV KDV EHHQ
ULFK ZLWK FRQIOLFW��� 7KH UHODWLRQVKLS FRXOG RQO\ EH FKDUDFWHUL]HG DV KDUPRQLRXV DQG
VWDEOH LI PHDVXUHG LQ WHUPV RI WKH H[WUHPH YDOXHV RI EDWWOHILHOG FROODSVH RU PLOLWDU\ FRXS�
7KH WUDXPDV RI D ZRUOG ZDU SUHFLSLWDWHG E\ D SDWKRORJLFDO FLYLO�PLOLWDU\ UHODWLRQVKLS RU D
IUDJLOH SROLWLFDO V\VWHP EURXJKW GRZQ E\ D FRXS DUH LQGHHG IRUHLJQ WR WKH $PHULFDQ
H[SHULHQFH� %XW WKH SROLWLFV RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV KDYH UHPDLQHG YLJRURXV DQG
WHQVH� 7KH SXOOLQJ DQG KDXOLQJ DPRQJ LQWHUHVW JURXSV� WKH DXWKRULWDWLYH DOORFDWLRQ RI
VFDUFH UHVRXUFHV� WKH H[HUFLVH RI SRZHU LQ SXUVXLW RI LQWHUHVWV�DOO WKHVH DUH UHDGLO\ HYLGHQW
LQ DQ\ KLVWRULFDO H[DPLQDWLRQ RI WKH $PHULFDQ PLOLWDU\ H[SHULHQFH� $ WKHRU\ WKDW IRFXVHV
RQO\ RQ FRXSV ZLOO PLVV PXFK RI ZKDW LV LQWHUHVWLQJ DERXW $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV�

7KH HQG RI WKH &ROG :DU DQG WKH HPHUJHQFH RI KHDGOLQH�JUDEELQJ WHQVLRQ LQVLGH WKH
:DVKLQJWRQ EHOWZD\ KDYH XQGHUVFRUHG WKH QHHG IRU VXFK D WKHRU\� 7KH GUDPDWLFDOO\
FKDQJHG JHRSROLWLFDO ODQGVFDSH KDV SURGXFHG WKH VDPH NLQG RI VWUDWHJLF UHDVVHVVPHQW
WKDW VSDZQHG WKH SRVW�:RUOG :DU ,, VFKRODUVKLS RQ $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV� 6R IDU�
KRZHYHU� WKH UHQHZHG GHEDWH KDV EHHQ ODUJHO\ FRQGXFWHG ZLWKLQ� DQG OLPLWHG E\� WKH

SULVP RI WKLV ROGHU WKHRU\�,V %HIRUH DGYDQFLQJ DQ DOWHUQDWLYH WUHDWPHQW� WKHUHIRUH� LW LV
QHFHVVDU\ WR H[DPLQH ZKDW WKH WZR GRPLQDQW VWUDQGV RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV
WKHRU\ KDYH WR VD\ DERXW WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH�

+XQWLQJWRQ DQG -DQRZLW] RQ WKH &LYLO�0LOLWDU\ 3UREOHPDWLTXH

6DPXHO +XQWLQJWRQ
V PRQXPHQWDO 7KH 6ROGLHU DQG WKH 6WDWH ZDV QRW WKH ILUVW PDMRU
DQDO\VLV RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV DIWHU :RUOG :DU ,,� EXW LW KDV KDG WKH JUHDWHVW
DQG PRVW ODVWLQJ LQIOXHQFH�O� ,W HQMR\V VXFK ORQJHYLW\ LQ SDUW EHFDXVH LW LV D ULFKO\ WH[WXUHG
DQG LQVLJKWIXO H[DPLQDWLRQ DQG LQ SDUW EHFDXVH WKH $PHULFDQ PLOLWDU\� ZKR HQGRUVH PDQ\
�DOWKRXJK QRW DOO� RI LWV JHQHUDO FRQFOXVLRQV� KDYH PDGH LW WKH FHQWHUSLHFH RI WKHLU WUDLQLQJ
RQ FLYLO�PLOLWDU\ UHODWLRQV��� (YHQ PRGHUQ DQDO\VHV RI FLYLO�PLOLWDU\ UHODWLRQV IHHO REOLJHG WR
EHJLQ ZLWK D UHIHUHQFH WR +XQWLQJWRQ
V WKHRU\��� $V , ZLOO DUJXH EHORZ� KRZHYHU� VHYHUDO
RI +XQWLQJWRQ
V FRUH FODLPV KDYH QRW EHHQ ERUQ RXW E\ VXEVHTXHQW H[SHULHQFH RU HPSLULFDO
LQTXLU\� VR WKDW KLV WKHRU\ LV EHVW FRQVLGHUHG D SRLQW RI GHSDUWXUH UDWKHU WKDQ D VWRSSLQJ
SODFH LQ WKH VWXG\ RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV�

7KH IRFXV RI +XQWLQJWRQ
V VWXG\ LV WKH RIILFHU FRUSV DQG WKH ULVH RI SURIHVVLRQDOLVP�
$OWKRXJK KH GRHV QRW GHYHORS LW LQ VXFK H[SOLFLW WHUPV� WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH LV
FHQWUDO WR KLV WKHRU\� +H UHFRJQL]HV WKDW WKHUH LV D WHQVLRQ EHWZHHQ WKH GHVLUH IRU FLYLOLDQ
FRQWURO DQG WKH QHHG IRU PLOLWDU\ VHFXULW\� ,QGHHG� KLV FULWLTXH RI FHUWDLQ IRUPV RI FLYLOLDQ
FRQWURO LV EDVHG RQ KLV FODLP WKDW WKH\ VDFULILFH SURWHFWLRQ DJDLQVW H[WHUQDO HQHPLHV LQ
RUGHU WR PLQLPL]H WKH SRZHU RI WKH PLOLWDU\ DQG WKXV PDNH FLYLOLDQ FRQWURO PRUH FHUWDLQ�
+LV HQWLUH HQWHUSULVH� KRZHYHU� LV EDVHG RQ �� � � WKH PHWKRGRORJLFDO DVVXPSWLRQ� � � WKDW�
VWDUWLQJ IURP FHUWDLQ SUHPLVHV FRQFHUQLQJ WKH QDWXUH DQG SXUSRVH RI PLOLWDU\ LQVWLWXWLRQV�
LW LV SRVVLEOH WR GHILQH LQ WKH DEVWUDFW WKDW SDUWLFXODU W\SH RI HTXLOLEULXPCREMHFWLYH FLYLOLDQ
FRQWURO
�ZKLFK PD[LPL]HV PLOLWDU\ VHFXULW\��� ,Q RWKHU ZRUGV� +XQWLQJWRQ UHFRJQL]HV WKDW
VRPH HIIRUWV WR HQKDQFH FLYLOLDQ FRQWURO FDQ XQGHUPLQH WKH DELOLW\ RI WKH PLOLWDU\ WR EH DQ
HIIHFWLYH ILJKWLQJ IRUFH� EXW KH EHOLHYHV WKH WHQVLRQ LV DYRLGDEOH� )ROORZLQJ KLV ZD\ FDQ
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SURYLGH� RU UDWKHU LV WKH RQO\ ZD\ WR SURYLGH� PD[LPXP DPRXQWV RI ERWK� ,Q PRGHUQ
SROLWLFDO VFLHQFH MDUJRQ� +XQWLQJWRQ KHUH WUHDWV WKH SDWWHUQ RI FLYLOLDQ FRQWURO DV DQ
LQGHSHQGHQW YDULDEOH H[SODLQLQJ KLV GHSHQGHQW YDULDEOH RI PLOLWDU\ VHFXULW\� 7KH PRUH
REMHFWLYH FLYLOLDQ FRQWURO� WKH PRUH PLOLWDU\ VHFXULW\� EHJJLQJ WKH TXHVWLRQ� ZKDW

GHWHUPLQHV WKH SDWWHUQ RI FLYLOLDQ FRQWURO"

)URP $PHULFDQ H[SHULHQFH +XQWLQJWRQ LGHQWLILHV WZR VKDSLQJ IRUFHV� �IXQFWLRQDO DQG
VRFLHWDO LPSHUDWLYHV�� WKH IRUPHU UHIHUULQJ WR WKUHDWV WR VRFLHW\
V VHFXULW\ DQG WKH ODWWHU
UHIHUULQJ WR �WKH VRFLDO IRUFHV� LGHRORJLHV DQG LQVWLWXWLRQV GRPLQDQW ZLWKLQ WKH VRFLHW\�� +H
IXUWKHU EUHDNV WKH VRFLHWDO LPSHUDWLYH LQWR WZR FRPSRQHQWV� LGHRORJ\ DQG VWUXFWXUH� WKH
IRUPHU UHIHUULQJ WR WKH SUHYDLOLQJ ZRUOG�YLHZ �OLEHUDO DQWLPLOLWDU\� FRQVHUYDWLYH SUR�
PLOLWDU\� IDVFLVW SUR�PLOLWDU\� RU 0DU[LVW DQWLPLOLWDU\�� DQG WKH ODWWHU UHIHUULQJ WR WKH OHJDO�
LQVWLWXWLRQDO IUDPHZRUN� H�J��WKH &RQVWLWXWLRQ� ZKLFK JXLGHV SROLWLFDO DIIDLUV JHQHUDOO\ DQG
FLYLO�PLOLWDU\ DIIDLUV VSHFLILFDOO\��� +XQWLQJWRQ
V LPSHUDWLYHV DUH WKH LQGHSHQGHQW YDULDEOHV
WKDW H[SODLQ FKDQJHV LQ WKH GHSHQGHQW YDULDEOH RI FLYLOLDQ FRQWURO� ZKLFK LWVHOI EHFRPHV DQ
H[SODQDWRU\ YDULDEOH WR SUHGLFW FKDQJHV LQ WKH OHYHO RI PLOLWDU\ VHFXULW\� +RZHYHU� VLQFH
+XQWLQJWRQ VD\V ERWK VRFLHWDO LPSHUDWLYHV ZHUH XQFKDQJLQJ LQ $PHULFDQ KLVWRU\�KH FDOOV
WKHP WKH VWUXFWXUDO DQG LGHRORJLFDO FRQVWDQWV�WKH IXQFWLRQDO LPSHUDWLYH� H[WHUQDO WKUHDW�
EHDUV WKH IXOO H[SODQDWRU\ ORDG IRU DQ\ FKDQJH LQ FLYLOLDQ FRQWURO RU OHYHO RI PLOLWDU\
DUPDPHQW��� :KHQ H[WHUQDO WKUHDW LV ORZ� OLEHUDO LGHRORJ\ SURGXFHV WKH �H[WLUSDWLRQ�
SDWWHUQ RI FLYLO�PLOLWDU\ UHODWLRQV� WKH YLUWXDO HOLPLQDWLRQ RI PLOLWDU\ IRUFHV� :KHQ H[WHUQDO
WKUHDW LV KLJK� OLEHUDO LGHRORJ\ SURGXFHV WKH �WUDQVPXWDWLRQ� SDWWHUQ� UHIDVKLRQLQJ WKH
PLOLWDU\ LQ DFFRUGDQFH ZLWK OLEHUDOLVP VR WKDW WKH PLOLWDU\ �ORVH WKHLU SHFXOLDUO\ PLOLWDU\
FKDUDFWHULVWLFV���� 7UDQVPXWDWLRQ ZRUNV IRU VKRUW VSDVPV RI FRQFHQWUDWHG PLOLWDU\ HIIRUW�
VXFK DV D ZRUOG ZDU� EXW ZLOO QRW DVVXUH DGHTXDWH PLOLWDU\ FDSDELOLW\ RYHU WKH ORQJ WHUP�

7KH PRWLYDWLRQ IRU KLV VWXG\� WKH �FULVLV RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV�� LV +XQWLQJWRQ
V
YLHZ WKDW WKH IXQFWLRQDO LPSHUDWLYH LQ WKH IRUP RI WKH 6RYLHW WKUHDW LPSRVHG D
UHTXLUHPHQW RQ WKH 8QLWHG 6WDWHV IRU D ODUJH PLOLWDU\ HVWDEOLVKPHQW RI WKH ILUVW UDQN� EXW
WKH VRFLHWDO LPSHUDWLYH RI WUDGLWLRQDO OLEHUDO DQWLPLOLWDU\ LGHRORJ\ IUXVWUDWHG HIIRUWV E\
SROLWLFDO OHDGHUV WR EXLOG WKH QHHGHG PLOLWDU\ IRUFHV DQG WR OHDYH WKHP DORQH WR GR WKHLU MRE
RI SURYLGLQJ QDWLRQDO VHFXULW\� +XQWLQJWRQ DVVXPHV� QRW XQUHDVRQDEO\ JLYHQ WKH FRQWH[W LQ
ZKLFK KH ZDV ZULWLQJ� WKDW WKH 6RYLHW WKUHDW LV D �UHODWLYHO\ SHUPDQHQW DVSHFW RI WKH
LQWHUQDWLRQDO VFHQH�� 6R� XQOLNH :RUOG :DU ,,� WKLV FRQIOLFW ZLOO EH ORQJ�UXQQLQJ� +H
FRQFOXGHV� WKHUHIRUH� WKDW WKH 8QLWHG 6WDWHV LV GRRPHG WR EXLOG LQVXIILFLHQW PLOLWDU\ IRUFHV
XQOHVV LW FDQ FKDQJH WKH VRFLHWDO LPSHUDWLYH� �7KH WHQVLRQ EHWZHHQ WKH GHPDQGV RI PLOLWDU\
VHFXULW\ DQG WKH YDOXHV RI $PHULFDQ OLEHUDOLVP FDQ� LQ WKH ORQJ UXQ� EH UHOLHYHG RQO\ E\ WKH
ZHDNHQLQJ RI WKH VHFXULW\ WKUHDW RU WKH ZHDNHQLQJ RI OLEHUDOLVP�� 7KH $PHULFDQ HPEUDFH
RI OLEHUDOLVP� +XQWLQJWRQ DYHUV� LV �WKH JUDYHVW GRPHVWLF WKUHDW WR $PHULFDQ PLOLWDU\
VHFXULW\���� ,Q RWKHU ZRUGV� XQOHVV $PHULFD FKDQJHV LWV LGHRORJ\� LW LV OLDEOH WR SURYH

LQDGHTXDWH WR WKH WDVN RI PHHWLQJ WKH 6RYLHW WKUHDW RYHU WKH ORQJ UXQ�

+XQWLQJWRQ
V SULPDU\ FRQWULEXWLRQ� E\ KLV RZQ PHDVXUH� LV WKH LGHQWLILFDWLRQ RI D ZD\ RI
PHHWLQJ WKH 6RYLHW WKUHDW ZLWKRXW ORVLQJ FLYLOLDQ FRQWURO� 7R EH VXUH� +XQWLQJWRQ
V ZD\

LQYROYHV D UHMHFWLRQ RI PXFK RI ZKDW PD\ EH FRQVLGHUHG WKH $PHULFDQ ZD\� OLEHUDOLVP� EXW
LW GRHV QRW SUHFOXGH VHFXULQJ D SUHFLRXV YDOXH WKDW OLEHUDOLVP VHHNV WR SURYLGH� WKH SULPDF\
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RI WKH FLYLOLDQ RYHU WKH PLOLWDU\� +XQWLQJWRQ
V ZD\ ZRXOG PHDQ WKH ORVV RI LQGLYLGXDOLVP�
UHSODFHG ZLWK D FRPPXQDOLVP WKDW ZRXOG VXERUGLQDWH WKH JRRG RI WKH LQGLYLGXDO IRU WKH
JRRG RI VRFLHW\� ,W PLJKW HYHQ PHDQ WKH ORVV RI WKH �WLUHVRPH PRQRWRQ\ DQG WKH LQFUHGLEOH
YDULHW\ DQG GLVFRUGDQFH RI VPDOO�WRZQ FRPPHUFLDOLVP���� %XW LW ZRXOG QRW PHDQ WKH ORVV
RI FLYLOLDQ FRQWURO� LW ZRXOG QRW PHDQ D PLOLWDU\ GLFWDWRUVKLS� 7KH UHDVRQ� DFFRUGLQJ WR
+XQWLQJWRQ� LV WKDW WKHUH H[LVWV D IRUP RI FLYLOLDQ FRQWURO WKDW VLPXOWDQHRXVO\ PD[LPL]HV
PLOLWDU\ VXERUGLQDWLRQ DQG PLOLWDU\ ILJKWLQJ SRZHU� �REMHFWLYH FLYLOLDQ FRQWURO�� 2EMHFWLYH
FRQWURO JXDUDQWHHV WKH SURWHFWLRQ RI FLYLOLDQ VRFLHW\ IURP H[WHUQDO HQHPLHV DQG IURP WKH
PLOLWDU\ WKHPVHOYHV�

7KH NH\ WR REMHFWLYH FRQWURO LV PLOLWDU\ SURIHVVLRQDOLVP� $Q\ DFWLRQ WKDW IXUWKHUV WKH
SURIHVVLRQDOL]DWLRQ RI WKH PLOLWDU\ FDQ EH WKRXJKW RI DV SDUW RI WKH REMHFWLYH FRQWURO
HQGHDYRU� DOO RWKHU DFWLRQV EHORQJ WR REMHFWLYH FRQWURO
V DQWLWKHVLV� VXEMHFWLYH FRQWURO�
ZKLFK SURGXFHV WUDQVPXWDWLRQ� 7KH SULPDU\ REMHFWLYH FRQWURO PHFKDQLVP LV �WKH
UHFRJQLWLRQ RI DXWRQRPRXV PLOLWDU\ SURIHVVLRQDOLVP�� UHVSHFW IRU WKH LQGHSHQGHQW PLOLWDU\
VSKHUH RI DFWLRQ� ,QWHUIHUHQFH RU PHGGOLQJ LQ PLOLWDU\ DIIDLUV XQGHUPLQHV PLOLWDU\
SURIHVVLRQDOLVP DQG VR XQGHUPLQHV REMHFWLYH FRQWURO� 2EMHFWLYH FRQWURO ZHDNHQV WKH
PLOLWDU\ SROLWLFDOO\ ZLWKRXW ZHDNHQLQJ LW LQ PLOLWDU\ WHUPV� L�H� ZLWKRXW GHJUDGLQJ LWV DELOLW\
WR GHIHQG VRFLHW\� EHFDXVH SURIHVVLRQDOL]LQJ WKH PLOLWDU\ UHQGHUV LW SROLWLFDOO\ VWHULOH RU
QHXWUDO� +XQWLQJWRQ
V FDXVDO FKDLQ LV DV IROORZV� DXWRQRP\ OHDGV WR SURIHVVLRQDOL]DWLRQ�
ZKLFK OHDGV WR SROLWLFDO QHXWUDOLW\ DQG YROXQWDU\ VXERUGLQDWLRQ� ZKLFK OHDG WR VHFXUH
FLYLOLDQ FRQWURO� 7KH KHDUW RI KLV FRQFHSW LV WKH SXWDWLYH OLQN EHWZHHQ SURIHVVLRQDOLVP DQG
YROXQWDU\ VXERUGLQDWLRQ� )RU +XQWLQJWRQ� WKLV LV QRW VR PXFK D UHODWLRQVKLS RI FDXVH DQG
HIIHFW DV LW LV D GHILQLWLRQ� �$ KLJKO\ SURIHVVLRQDO RIILFHU FRUSV VWDQGV UHDG\ WR FDUU\ RXW WKH
ZLVKHV RI DQ\ FLYLOLDQ JURXS ZKLFK VHFXUHV OHJLWLPDWH DXWKRULW\ ZLWKLQ WKH VWDWH���� $
SURIHVVLRQDO PLOLWDU\ REH\V FLYLOLDQ DXWKRULW\� $ PLOLWDU\ WKDW GRHV QRW REH\ LV QRW
SURIHVVLRQDO�

+XQWLQJWRQ
V WUHDWPHQW RI WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH DQG LWV PDQLIHVWDWLRQ LQ WKH
$PHULFDQ FRQWH[W� WKHUHIRUH� FDQ EH VXPPHG XS LQ WKH IROORZLQJ K\SRWKHVHV�

++�� 3DWWHUQV RI FLYLOLDQ FRQWURO YDU\ ZLWK FKDQJHV LQ GRPHVWLF LGHRORJ\� GRPHVWLF OHJDO
LQVWLWXWLRQV� DQG H[WHUQDO WKUHDW�

++�� $ OLEHUDO VRFLHW\ �VXFK DV WKH 8QLWHG 6WDWHV� ZLOO QRW SURGXFH VXIILFLHQW PLOLWDU\ PLJKW
WR VXUYLYH WKH &ROG :DU�

++�� $ SURIHVVLRQDO PLOLWDU\ ZLOO EHFRPH OHVV DQG OHVV SURIHVVLRQDO WKH PRUH LWV DXWRQRP\
RQ PLOLWDU\ PDWWHUV LV YLRODWHG�

++�� $ SURIHVVLRQDO PLOLWDU\ ZLOO DOZD\V UHPDLQ VXERUGLQDWH WR FLYLOLDQ DXWKRULW\�

+RZ KDYH WKHVH K\SRWKHVHV ZLWKVWRRG WKH WHVW RI WLPH"

$V QRWHG HDUOLHU� +XQWLQJWRQ FODLPV WKHUH ZDV QR GHYLDWLRQ LQ WZR RI KLV NH\ YDULDEOHV IRU
WKH ILUVW ��� \HDUV RI $PHULFDQ KLVWRU\� LQGLFDWLQJ WKDW SDWWHUQV RI FLYLOLDQ FRQWURO LQ WKH
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$PHULFDQ H[SHULHQFH PXVW KDYH YDULHG ZLWK FKDQJHV LQ WKH H[WHUQDO WKUHDW� $W D JHQHUDO

OHYHO� WKLV K\SRWKHVLV VHHPV WR KROG XS� FHUWDLQO\ WKH EURDG VWUXFWXUH RI $PHULFDQ
FLYLOPLOLWDU\ UHODWLRQV LQ WKH O�WK FHQWXU\� ZKHQ JUDQG H[WHUQDO WKUHDWV ZHUH VPDOO� GLIIHUHG
IURP WKH SDWWHUQ LQ WKH ��WK FHQWXU\ ZKHQ WKH 8QLWHG 6WDWHV IDFHG JOREDO FRPSHWLWRUV LQ
-DSDQ� *HUPDQ\� DQG WKH 6RYLHW 8QLRQ��� 7KH &ROG :DU� KRZHYHU� SURGXFHV DQ LQWHUHVWLQJ

SUREOHP IRU +XQWLQJWRQ
V WKHRU\� )URP RQH SHUVSHFWLYH� WKH H[WHUQDO WKUHDW UHPDLQHG
UHODWLYHO\ FRQVWDQW DQG� WKHUHIRUH� DQ\ FKDQJH LQ WKH HVVHQWLDO SDWWHUQ RI FLYLO�PLOLWDU\
UHODWLRQV ZRXOG KDYH WR EH DFFRXQWHG IRU E\ D FKDQJH LQ LGHRORJ\ �RQ ZKLFK PRUH EHORZ��
2Q WKH RWKHU KDQG� SHUFHSWLRQV RI WKH WKUHDW �RU DW OHDVW WKH LPPLQHQFH RI FRQIOLFW� VXUHO\
FKDQJHG� SHUKDSV SURGXFLQJ FKDQJHV LQ WKH SDWWHUQ RI FLYLOLDQ FRQWURO� 7KH SUREOHP LV WKDW
LW LV GLIILFXOW WR RSHUDWLRQDOL]H DGHTXDWHO\ +XQWLQJWRQ
V LQWHUPHGLDU\ GHSHQGHQW YDULDEOH�
REMHFWLYH�VXEMHFWLYH FRQWURO� VR DV WR GHWHFW DQ\ H[SHFWHG FKDQJHV� &LYLOPLOLWDU\ FRQIOLFW
HEEHG DQG IORZHG DQG VR GLG SHUFHSWLRQV RI WKH WKUHDW� +XQWLQJWRQ
V PHDVXUHV FDQQRW
FDSWXUH WKLV� DOWKRXJK KLV LQWXLWLRQ VXJJHVWV WKH SUHVHQFH RI DQ LQWHUHVWLQJ FDXVDO
UHODWLRQVKLS� +XQWLQJWRQ
V ILUVW K\SRWKHVLV PD\ RU PD\ QRW VWDQG XS ZHOO WR WKH HPSLULFDO
UHFRUG� EXW WKH LQWXLWLRQ XQGHUO\LQJ LW QHHGV D ILQHU�JUDLQHG IRUPXODWLRQ WR FDSWXUH DOO EXW
WKH PRVW EDVLF YDULDWLRQ LQ WKH $PHULFDQ H[SHULHQFH��

$V IRU WKH VHFRQG K\SRWKHVLV� WKHUH DUH LQ WKHRU\ VHYHUDO SRVVLEOH HYDOXDWLRQV� )LUVW� LW LV
SRVVLEOH WKDW +XQWLQJWRQ PLJKW FKRRVH WR GHIHQG D ZHDNHU IRUP RI WKLV K\SRWKHVLV� OLEHUDO
VRFLHWLHV ZLOO XQGHUSURGXFH PLOLWDU\ SURWHFWLRQ UHODWLYH WR D WKHRUHWLFDO RSWLPXP� 7KLV
YHUVLRQ LV KDUGHU WR IDOVLI\ DQG VR ZLWKVWDQGV PRVW HPSLULFDO FULWLTXHV �LQFOXGLQJ WKH RQH ,
OHY\ EHORZ�� 2Q WKH RWKHU KDQG� WKH ZHDNHU IRUP VHHPV YLUWXDOO\ XQIDOVLILDEOH DQG VR LV RI
GXELRXV WKHRUHWLFDO YDOXH�

0RUHRYHU� +XQWLQJWRQ GLG QRW LQ IDFW FKRRVH WKLV IRUPXODWLRQ LQ VXEVHTXHQW GHIHQVHV RI
KLV WKHRU\
V SUHGLFWLYH SRZHU� SUHIHUULQJ LQVWHDG WR FODLP D VHFRQG SRVVLEOH HYDOXDWLRQ�
WKDW WKH SUHYDLOLQJ LGHRORJ\ VKLIWHG IURP OLEHUDOLVP WR FRQVHUYDWLYH UHDOLVP WKDW SHUPLWWHG
WKH 8QLWHG 6WDWHV WR SURGXFH VXIILFLHQW PLOLWDU\ VHFXULW\��� ,Q KLV ZRUGV� �7KH DUJXPHQW
DGYDQFHG LQ 7KH 6ROGLHU DQG WKH 6WDWH LQ ���� ZDV WKDW� JLYHQ WKH H[LVWLQJ LQWHUQDWLRQDO
VLWXDWLRQ� CWKH UHTXLVLWH IRU PLOLWDU\ VHFXULW\�
 ZDV D VKLIW IURP OLEHUDOLVP WR D
CV\PSDWKHWLFDOO\ FRQVHUYDWLYH
 DWWLWXGH WRZDUG WKH QHHGV RI PLOLWDU\ SURIHVVLRQDOLVP� 7R D
VXUSULVLQJ H[WHQW� WKDW VKLIW RFFXUUHG�� $V HYLGHQFH RI WKLV VKLIW LQ IDYRU RI FRQVHUYDWLYH
UHDOLVP� +XQWLQJWRQ FLWHG WKH SXEOLFDWLRQ RI KLV RZQ ERRN� ZKLFK LQGLFDWHG D FKDQJH LQ
WKH LQWHOOHFWXDO FOLPDWH� DQG WKH IDFW WKDW �D ODUJH QXPEHU RI RWKHU ERRNV E\ VFKRODUV DQG
MRXUQDOLVWV DSSHDUHG WKDW WUHDWHG WKH PLOLWDU\ ZLWK D UHVSHFW� DQG PLOLWDU\ QHHGV ZLWK D
FRQVLGHUDWLRQ� PRVW XQXVXDO LQ $PHULFDQ KLVWRU\�� 0RUHRYHU� +XQWLQJWRQ FODLPHG WKH HDUO\
&ROG :DU HOLWHV �VKDUHG� E\ DQG ODUJH� DQ XQGHUVWDQGLQJ DQG DSSUHFLDWLRQ RI WKH UROH RI
PLOLWDU\ IRUFH ZLWK UHVSHFW WR IRUHLJQ SROLF\ PDWFKHG RQO\ E\ WKDW RI WKH )HGHUDOLVWV LQ WKH
����V DQG WKH C1HR�+DPLOWRQLDQV
 LQ WKH ����V�� 6XFK DQ HOLWH YLHZ ZDV PDWFKHG E\

SDUDOOHO VXSSRUW DPRQJ WKH PDVV SXEOLF��� +XQWLQJWRQ VXSSOHPHQWHG WKLV ����

DVVHVVPHQW� KRZHYHU� ZLWK D ZDUQLQJ WKDW WKH 9LHWQDP ZDU DQG UHODWHG FUHHSLQJ

DQWLPLOLWDULVP ZDV WKUHDWHQLQJ WR XQGR WKH WHPSRUDU\ WULXPSK RI FRQVHUYDWLYH UHDOLVP�
UHSODFLQJ LW ZLWK WUDGLWLRQDO OLEHUDOLVP WKDW ZRXOG RQFH DJDLQ HQGDQJHU 8�6� VHFXULW\���

+XQWLQJWRQ
V FRGLQJ RI WKH FKDQJH LQ $PHULFDQ YDOXHV VDYHV WKH H[SODQDWRU\ SRZHU RI KLV
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WKHRU\� EXW , DP QRW SHUVXDGHG� 7R DYRLG D WDXWRORJ\� +XQWLQJWRQ PXVW PHDVXUH D FKDQJH

LQ LGHRORJ\ LQGHSHQGHQW RI WKH PLOLWDU\ EXLOGXS DQG KH PXVW GHPRQVWUDWH FKDQJHV DFURVV
WKH GRPDLQ RI OLEHUDO LGHRORJ\� QRW MXVW LQ OLEHUDOLVP
V WUDGLWLRQDO KRVWLOLW\ WR WKLQJV
PLOLWDU\� 7KH RWKHU DVSHFW RI OLEHUDOLVP +XQWLQJWRQ VWUHVVHG LQ KLV RULJLQDO WKHRU\ ZDV
LQGLYLGXDOLVP� $UJXDEO\� LQGLYLGXDOLVP DQG KRVWLOLW\ WR WKH PLOLWDU\ FKDQJHG RYHU WKH SDVW

�� \HDUV� EXW QRW LQ WDQGHP� ,I DQ\WKLQJ� $PHULFDQ VRFLHW\ EHFDPH HYHQ PRUH
LQGLYLGXDOLVWLF� PRUH DQWLVWDWLVW� WKDQ LW ZDV ZKHQ +XQWLQJWRQ ZURWH��� 0RUHRYHU� WKH ODWH

����V DQG ����V VDZ WKH IORZHULQJ RI WKH FLYLO�ULJKWV PRYHPHQW DQG WKH HVWDEOLVKPHQW RI
D VRFLDO ZHOIDUH V\VWHP� ERWK GUDPDWLF H[SDQVLRQV RI FODVVLFDO OLEHUDOLVP
V UHDFK LQ
$PHULFDQ VRFLHW\� 2Q WKH RWKHU KDQG� VXSSRUW IRU PLOLWDU\ LQVWLWXWLRQV UHPDLQHG
UHPDUNDEO\ KLJK WKURXJKRXW WKH &ROG :DU� 7R EH VXUH� UHVSHFW IRU WKH PLOLWDU\ GLSSHG
GXULQJ DQG DIWHU WKH 9LHWQDP :DU� EXW LW UHFRYHUHG DQG� E\ WKH HQG RI WKH &ROG :DU� WKH
PLOLWDU\ VHHPHG WR EH WKH VRFLHWDO�JRYHUQPHQWDO LQVWLWXWLRQ HQMR\LQJ WKH KLJKHVW OHYHOV RI
SXEOLF UHVSHFW�ZLWKRXW DQ\ FRUUHVSRQGLQJ ZLGHVSUHDG HPEUDFH RI WKH RWKHU WHQHWV RI
FRQVHUYDWLYH UHDOLVP� 7KH TXHVWLRQ RI ZKHWKHU WKH 8QLWHG 6WDWHV EHFDPH PRUH RU OHVV
OLEHUDO �LQ +XQWLQJWRQ
V WHUPV� GXULQJ WKH &ROG :DU PHULWV IXUWKHU VWXG\� RI FRXUVH� EXW D
FXUVRU\ H[DPLQDWLRQ ZRXOG VXJJHVW D WKLUG SRVVLEOH HYDOXDWLRQ RI KLV EDVLF K\SRWKHVLV
DERXW WKH LQFRPSDWLELOLW\ RI OLEHUDOLVP ZLWK QDWLRQDO VHFXULW\� +XQWLQJWRQ ZDV ZURQJ
HLWKHU DERXW WKH LQGLYLVLELOLW\ RI $PHULFDQ OLEHUDOLVP RU DERXW WKH WKHRUHWLFDO OLQN EHWZHHQ
LGHRORJ\ DQG WKH DELOLW\ WR GHIHQG WKH VWDWH DJDLQVW H[WHUQDO WKUHDWV���

7KH ODVW WZR K\SRWKHVHV KDYH DQ HTXDOO\ FRQWURYHUVLDO UHFRUG� , KDYH VKRZQ HOVHZKHUH WKDW

FLYLOLDQV FRQVLVWHQWO\ YLRODWHG PLOLWDU\ DXWRQRP\ RQ RSHUDWLRQDO TXHVWLRQV��� +XQWLQJWRQ

LGHQWLILHG DQG GHSORUHG D WUHQG LQ WKH ILUVW GHFDGH DIWHU :RUOG :DU ,, RI HYHU JUHDWHU
EOXUULQJ RI WKH UROHV RI PLOLWDU\ DQG FLYLOLDQ� WKH WUHQG KDV RQO\ FRQWLQXHG DQG LQWHQVLILHG
VLQFH KH ZURWH� 3HUKDSV LW UHDFKHG LWV DSH[ LQ 9LHWQDP� ZKHQ 3UHVLGHQW -RKQVRQ SLFNHG

ERPELQJ WDUJHWV IURP WKH :KLWH +RXVH��� +XQWLQJWRQ
V DUJXPHQW WKXV VHHPV VXSSRUWHG
E\ WKH FRQYHQWLRQDO ZLVGRP WKDW KROGV WKDW WKH IDLOXUH LQ 9LHWQDP FDQ EH DWWULEXWHG WR
SUHFLVHO\ WKLV NLQG RI PLFURPDQDJHPHQW� 7R EH VXUH� ORVV RI VHFXULW\ �EDWWOHILHOG IDLOXUH� LV
DW WKH HQG RI +XQWLQJWRQ
V FDXVDO FKDLQ� VR WKH DSSDUHQW OLQNDJH EHWZHHQ
PLFURPDQDJHPHQW DQG IDLOXUH VHHPV WR VXSSRUW KLV FDVH��� %XW� IRU +XQWLQJWRQ�
LQWHUPHGLDWH VWHSV LQ WKH FDXVDO FKDLQ DUH FUXFLDO� PLFURPDQDJHPHQW VKRXOG SURGXFH DQ

XQSURIHVVLRQDO PLOLWDU\ WKDW VKRXOG SURGXFH D ORVV RI VHFXULW\� 7KH TXHVWLRQ UHPDLQV
ZKHWKHU WKH 8� 6� PLOLWDU\ LV SURIHVVLRQDO� 7R EH VXUH� WKH 9LHWQDP GHEDFOH VWLUUHG FRQFHUQ
DERXW PRUDOH DQG WKH JHQHUDO FRPSHWHQFH RI WKH PLOLWDU\�WKH VR�FDOOHG �KROORZ PLOLWDU\��
%XW E\ WKH PHDVXUHV RI SURIHVVLRQDOLVP +XQWLQJWRQ LQYRNHV�H[SHUWLVH� UHVSRQVLELOLW\� DQG
FRUSRUDWHQHVV�LW ZRXOG VHHP WKH 8�6� PLOLWDU\ UHPDLQHG KLJKO\ SURIHVVLRQDO GHVSLWH
H[WHQVLYH FLYLOLDQ LQWHUYHQWLRQ��� ,Q VKRUW� +XQWLQJWRQ
V GLFKRWRPRXV PRGHO RI VXEMHFWLYH
DQG REMHFWLYH FRQWURO QHHGV DW OHDVW RQH DGGLWLRQDO FDWHJRU\� DVVHUWLYH FRQWURO� WKDW

FRQWHPSODWHV WKH VLPXOWDQHRXV H[LVWHQFH RI FLYLOLDQ PHGGOLQJ DQG PLOLWDU\
SURIHVVLRQDOLVP�

$V IRU WKH ODVW K\SRWKHVLV� WKH 8�6� FDVH DORQH GRHV QRW GLVFRQILUP LW� ,Q EURDG WHUPV� WKH
PLOLWDU\ KDV UHPDLQHG VXERUGLQDWH WR FLYLOLDQ DXWKRULWLHV �DOWKRXJK WKHUH LV FRQVLGHUDEOH

SXOOLQJ DQG KDXOLQJ DW WKH PLFUROHYHO�� DQG LI RQH DOORZV WKDW WKH 8QLWHG 6WDWHV KDV D
SURIHVVLRQDO PLOLWDU\� WKH K\SRWKHVLV VHHPV ERUQH RXW� ,Q FRPSDUDWLYH SHUVSHFWLYH�
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KRZHYHU� WKH K\SRWKHVLV WKDW SURIHVVLRQDOLVP HTXDOV VXERUGLQDWLRQ KDV QRW KHOG� 6�(� )LQHU
ZDV SHUKDSV +XQWLQJWRQ
V VWHUQHVW FULWLF RQ WKLV SRLQW� DUJXLQJ WKDW KLV PRGHO UHGXFHV WR

WKH FODLP WKDW DUPLHV WKDW DFFHSW FLYLOLDQ FRQWURO ZLOO QRW UHMHFW FLYLOLDQ

FRQWURO���6XEVHTXHQW FRPSDUDWLYH WUHDWPHQWV KDYH HPSKDVL]HG WKDW PLOLWDU\

RUJDQL]DWLRQV WKDW ORRN SURIHVVLRQDO E\ PRVW PHDVXUHV KDYH VWLOO FRQGXFWHG FRXSV RU
RWKHUZLVH VXEYHUWHG FLYLOLDQ DXWKRULWLHV���

6RPH RI WKHVH SUREOHPV ZLWK +XQWLQJWRQ
V WKHRU\ ZHUH HYLGHQW WR KLV FRQWHPSRUDULHV� 7KH
JDS EHWZHHQ +XQWLQJWRQ
V SUHVFULSWLRQV RQ PLOLWDU\ DXWRQRP\ DQG WKH UHDO ZRUOG
H[SHULHQFH RI DQ LQFUHDVLQJO\ SROLWLFL]HG PLOLWDU\ VHUYHG DV WKH SRLQW RI GHSDUWXUH IRU WKH
VHFRQG SLOODU RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV WKHRU\� 0RUULV -DQRZLW]��� /LNH
+XQWLQJWRQ� -DQRZLW] IRFXVHV RQ WKH RIILFHU FRUSV DQG WKH FRQFHSW RI SURIHVVLRQDOLVP�
-DQRZLW] UHMHFWV� KRZHYHU� WKH LGHDO�W\SH GLYLVLRQ RI ODERU WKDW +XQWLQJWRQ FODLPV LV
HVVHQWLDO WR WKH SURIHVVLRQDOL]DWLRQ RI WKH PLOLWDU\� ,QGHHG� -DQRZLW] GRFXPHQWV LQ VRPH
GHWDLO WKH XQDYRLGDEOH SROLWLFL]DWLRQ RI WKH PLOLWDU\ JLYHQ LWV JOREDO UHDFK DQG WKH FHQWUDOLW\
RI WKH 8�6��6RYLHW ULYDOU\ WR ERWK LQWHUQDWLRQDO DQG GRPHVWLF SROLWLFV�

+H DOVR H[SORUHV LQ JUHDWHU GHWDLO +XQWLQJWRQ
V IXQFWLRQDO LPSHUDWLYH� WKH PLOLWDU\�WHFKQLFDO
WKUHDW HQYLURQPHQW� DQG FRQFOXGHV WKDW LQ WKH QXFOHDU DJH WKH PLOLWDU\ PXVW EH SUHSDUHG
WR GHOLYHU ERWK VWUDWHJLF GHWHUUHQFH DQG OLPLWHG ZDU� 7KLV LV D QHZ PLOLWDU\ UROH DQG ZLWK LW
D QHZ LGHDO�W\SH PLOLWDU\ VHOI�FRQFHSWLRQ� WKH FRQVWDEXODU\ FRQFHSW� �WKH PLOLWDU\
HVWDEOLVKPHQW EHFRPHV D FRQVWDEXODU\ IRUFH ZKHQ LW LV FRQWLQXRXVO\ SUHSDUHG WR DFW�
FRPPLWWHG WR WKH PLQLPXP XVH RI IRUFH� DQG VHHNV YLDEOH LQWHUQDWLRQDO UHODWLRQV� UDWKHU
WKDQ YLFWRU\��� ��� 8QGHU WKLV QHZ FRQFHSW� WKH GLVWLQFWLRQV EHWZHHQ SHDFH DQG ZDU
GLVDSSHDU DQG WKH PLOLWDU\ GUDZV LWV LQVSLUDWLRQ PRUH IURP WKH LPDJH RI WKH SROLFH RIILFHU
WKDQ WKH ZDUULRU� DOWKRXJK -DQRZLW] LV FDUHIXO WR HPSKDVL]H WKDW WKH ILHOG RI RSHUDWLRQV
VKRXOG EH LQWHUQDWLRQDO� QRW GRPHVWLF�

$UJXDEO\� WKH PLOLWDU\ KDV FRPH WR UHVHPEOH WKH FRQVWDEXODU\ IRUFH LGHQWLILHG E\ -DQRZLW]�
IRU EHWWHU DQG IRU ZRUVH�DQ -DQRZLW] UHFRJQL]HV WKDW WKH SROLWLFL]DWLRQ RI WKH PLOLWDU\
FDUULHV ZLWK LW DQ LPSOLFLW� LI QRW H[SOLFLW� FKDOOHQJH WR FLYLOLDQ VXSUHPDF\� +H ZRUULHV WKDW
GULIW WRZDUG WKH FRQVWDEXODU\ IRUFH ZLOO LQFUHDVH PLOLWDU\ �IUXVWUDWLRQ�� DOWKRXJK KH QHYHU
VSHFLILHV ZKDW VXFK IUXVWUDWLRQ FRXOG LWVHOI OHDG WR��� ,Q WHUPV RI WKH SUREOHPDWLTXH� WKH
PRVW LPSRUWDQW FRQWULEXWLRQ IURP -DQRZLW] PD\ EH KLV GLVFXVVLRQ RI KRZ WKH SROLWLFL]HG
&ROG :DU $PHULFDQ PLOLWDU\ VHHNV WR LQIOXHQFH FLYLOLDQV DQG UHVLVW XQZHOFRPH SROLF\
GLUHFWLRQ� +H QRWHV WKDW WKH PLOLWDU\ KDV PDWFKHG WKH JUHDWHU FHQWUDOL]DWLRQ RQ QDWLRQDO

VHFXULW\ PDWWHUV LQ WKH FLYLOLDQ H[HFXWLYH EUDQFK �IRU H[DPSOH� WKH FUHDWLRQ RI WKH
'HSDUWPHQW RI 'HIHQVH DQG 1DWLRQDO 6HFXULW\ &RXQFLO�� ZLWK D PRUH YLJRURXV HIIRUW WR JDLQ
DFFHVV WR WKH SLQQDFOH RI FLYLOLDQ SRZHU� WKH :KLWH +RXVH���

-DQRZLW]
V YLVLRQ ZDV SUHVFLHQW� EXW KH GRHV QRW RIIHU PXFK LQ WKH ZD\ RI DQ DOWHUQDWLYH
WKHRU\ RI KRZ FLYLOLDQV DVVXUH FRQWURO DW DQ LQVWLWXWLRQDO OHYHO� L�H�� FLYLOLDQ FRQWURO E\ WKH
VWDWH� +H UHFRJQL]HV WKDW WKH FRQVWDEXODU\ IRUFH UDLVHV QHZ SUREOHPV RI FLYLOLDQ FRQWURO�
EXW KH FRQFOXGHV ZLWKRXW PXFK VXSSRUWLQJ DQDO\VLV WKDW WKH DQVZHU LV JUHDWHU FLYLOLDQ
RYHUVLJKW DW PDQ\ PRUH OHYHOV RI PLOLWDU\ DIIDLUV�WKH YHU\ RSSRVLWH RI +XQWLQJWRQ
V
SUHVFULSWLRQ� 7KH SULQFLSDO SXUSRVH RI FLYLOLDQ RYHUVLJKW ZRXOG EH WR GHYHORS VWDQGDUGV
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DQG FULWHULD IRU HYDOXDWLQJ PLOLWDU\ SHUIRUPDQFH��� +H GHVFULEHV WKUHH PDLQ PHFKDQLVPV
ZKHUHE\ FLYLOLDQV H[HUFLVH FRQWURO ZLWKLQ WKH 3HQWDJRQ� WKH EXGJHW SURFHVV� DOORFDWLRQ RI
UROHV DQG PLVVLRQV� DQG DGYLFH WR WKH 3UHVLGHQW RQ IRUHLJQ SROLF\ LVVXHV WKDW KDYH
LPSOLFDWLRQV IRU WKH ZD\ WKH PLOLWDU\ LV XVHG� ,Q GLVFXVVLQJ HDFK� KRZHYHU� -DQRZLW] DUJXHV
WKDW WKH PLOLWDU\ KDV ODUJHO\ IRXQG ZRUN�DURXQGV WR XQGHUPLQH WKH GHJUHH RI FLYLOLDQ
FRQWURO RIIHUHG��� 0RUHRYHU� PHFKDQLVPV WKDW RWKHUV KDYH VHHQ DV IDFLOLWDWLQJ FLYLOLDQ
FRQWURO�LQWHUVHUYLFH ULYDOU\ DQG WKH FRQJUHVVLRQDO EXGJHW KDPPHU�KH VHHV DV HYLGHQFH RI
FLYLOLDQ FRQWURO IDLOXUH��� (YHQ KLV OLVW RI SRWHQWLDO QHZ PHFKDQLVPV IRU FLYLOLDQ FRQWURO
VHHPV OLNH DQ DIWHUWKRXJKW� +H VXJJHVWV VWLIIHQLQJ FRQJUHVVLRQDO RYHUVLJKW SURFHGXUHV DQG
GHYHORSLQJ ORQJHU WHQXUH DPRQJ VHQLRU FLYLOLDQ DSSRLQWHHV LQ WKH H[HFXWLYH EUDQFK�

/LNHZLVH� KH DGYRFDWHV VSHFLILF OLPLWV RQ WKH NLQGV RI OREE\LQJ SHUPLWWHG WR TXDVLPLOLWDU\
JURXSV OLNH WKH 1DY\ /HDJXH� +H DOVR UHFRPPHQGV FLYLOLDQ LQYROYHPHQW LQ WKH GHYHORSPHQW

RI VWDQGDUGV RI DGYDQFHG SURIHVVLRQDO PLOLWDU\ HGXFDWLRQ�

+H FORVHV KLV GLVFXVVLRQ RI FLYLOLDQ FRQWURO ZLWK WKH FODLP WKDW SROLWLFDO FRQWURO KLQJHV �RQ
WKH DQVZHU WR WKH TXHVWLRQ ZK\ GR RIILFHUV ILJKW�ZKLFK -DQRZLW] DQVZHUV DV SURIHVVLRQDO
HWKLFV�VR :KDW LV �SURIHVVLRQDO HWKLFV� RWKHU WKDQ �SURIHVVLRQDOLVP"� ,Q IDFW� WKHQ� WKH
SULPDU\ FRQWURO PHFKDQLVP IRU -DQRZLW] LV WKH VDPH YDOXHV�EDVHG RQH WKDW +XQWLQJWRQ
UHOLHG RQ� SURIHVVLRQDOLVP� DOEHLW GLIIHUHQWO\ FRQVWLWXWHG� -DQRZLW]
 �SUDJPDWLF�
SURIHVVLRQDOLVP LV SHUKDSV DQDO\WLFDOO\ ULFKHU WKDQ +XQWLQJWRQ
V �UDGLFDO� SURIHVVLRQDOLVP�6O
:KHUH +XQWLQJWRQ RIIHUV D VWDWLF LGHDO�W\SH� -DQRZLW] SRVLWV D G\QDPLF SURIHVVLRQDOLVP
FKDQJLQJ ZLWK GLIIHUHQW VRFLRORJLFDO FRQGLWLRQV� -DQRZLW] DGPLWV RI D SROLWLFDOO\ DZDUH
RIILFHU FRUSV ZLWK RYHUODSSLQJ IXQFWLRQV DQG H[SHUWLVH ZLWK FLYLOLDQ FRXQWHUSDUWV�
5HJDUGOHVV RI WKH IRUP� KRZHYHU� ERWK FRQFHSWV DUH WKH KHDUW RI WKHLU UHVSHFWLYH WKHRULHV
DQG ERWK EHDU WKH EUXQW RI WKH SUHVFULSWLYH ORDG �DQG WKHUHIRUH H[SODQDWRU\ EXUGHQ� IRU
VHFXULQJ FLYLOLDQ FRQWURO� -DQRZLW] H[SDQGV +XQWLQJWRQ
V SURIHVVLRQDO HWKLF WR LQFOXGH �D
VHQVH RI VHOI�HVWHHP DQG PRUDO ZRUWK�� EXW KH VWLOO UHOLHV RQ LW WR VHFXUH FLYLOLDQ FRQWURO���

(YHQ WKH PLOLWDU\ VRFLRORJLVW /DUVRQ
V V\PSDWKHWLF WUHDWPHQW RI -DQRZLW] OHDYHV WKH
WDXWRORJLFDO IODZ LQ SURIHVVLRQDOLVP DV FLYLOLDQ FRQWURO LQWDFW DQG XQUHPDUNHG XSRQ� �� � �
WKH SURIHVVLRQDO RIILFHU ZRXOG EH UHVSRQVLYH WR FLYLO FRQWURO EHFDXVH RI ODZ� WUDGLWLRQ� DQG
SURIHVVLRQDOLVP� DQG EHFDXVH RI KLV LQWHJUDWLRQ ZLWK FLYLO YDOXHV DQG LQVWLWXWLRQV���� 7KXV�
KDYLQJ UHMHFWHG +XQWLQJWRQ
V DQDO\VLV RI WKH SURIHVVLRQDO PLOLWDU\� -DQRZLW] FODLPV WKDW WKH
PLOLWDU\ ZLOO REH\ LQ SDUW RXW RI +XQWLQJWRQLDQ �VHOI�LPSRVHG SURIHVVLRQDO VWDQGDUGV� DQG
LQ SDUW RXW RI �PHDQLQJIXO LQWHJUDWLRQ ZLWK FLYLOLDQ YDOXHV����

,Q FRQWUDVW ZLWK KLV H[WHQVLYH DQDO\VLV RI WKH VRFLRORJ\ RI WKH PLOLWDU\ RIILFHU� WKHQ�
-DQRZLW] RIIHUV RQO\ D EULHI ODXQGU\ OLVW RI FLYLOLDQ FRQWURO PHDVXUHV DQG XOWLPDWHO\ IDOOV
EDFN RQ WKH SURIHVVLRQDOLVP�HTXDOV�FLYLOLDQFRQWURO WKHRU\ DGYDQFHG E\ +XQWLQJWRQ��� 2I
FRXUVH� WKH -DQRZLW]HDQ VFKRRO KDV DGYDQFHG SDVW WKLV HDUO\ FRQVWUXFWLRQ� PRVW QRWDEO\ LQ

UHMHFWLQJ WUDGLWLRQDO QRWLRQV RI SURIHVVLRQDOLVP LQ IDYRU RI DQ HPSKDVLV RQ WKH PLOLWDU\ DV
DQ RFFXSDWLRQ��� ,W LV QRW FOHDU� KRZHYHU� WKDW WKH -DQRZLW]HDQ WUDGLWLRQ KDV DGYDQFHG IDU
SDVW WKH RULJLQDO XQGHUVWDQGLQJ RI WKH PHFKDQLVPV RI SROLWLFDO FRQWURO�

,W LV SHUKDSV XQIDLU WR IDXOW -DQRZLW]� D VRFLRORJLVW� IRU QRW H[SORULQJ PRUH IXOO\ WKH
TXLQWHVVHQWLDOO\ SROLWLFDO TXHVWLRQ RI FRQWUROOLQJ WKH LQVWUXPHQWV RI IRUFH� ,QVWLWXWLRQDO
REHGLHQFH DQG GHOHJDWLRQ DUH SROLWLFDO TXHVWLRQV WKDW OLH VRPHZKDW RXWVLGH WKH SXUYLHZ RI
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-DQRZLW]
V VRFLRORJLFDO YLHZSRLQW� -DQRZLW] XQGHUVWRRG FLYLOLDQ FRQWURO LQ WHUPV RI VRFLHWDO
FRQWURO UDWKHU WKDQ VWDWH RU LQVWLWXWLRQDO FRQWURO� 6WDWH LQVWLWXWLRQV SOD\ D VHFRQGDU\ UROH DV

DQ H[WHQVLRQ RI VRFLHW\� EXW VRFLHWDO FRQWURO� PHDVXUHG LQ SDUW DV LQWHJUDWLRQ ZLWK VRFLHW\�
ZDV -DQRZLW]
V QRUPDWLYH DQG HPSLULFDO IRFXV� 7KXV� D GHYRWLRQ WR FRPPXQLW\� H[SUHVVHG
LQ FRPPRQ YDOXHV DQG VHOI UHVWUDLQW� VHFXUHV FLYLOLDQ FRQWURO� &RPPXQLW\� LQ WXUQ� LV EXLOW
WKURXJK WKH LQFXOFDWLRQ RI WKHVH YDOXHV ZLWKLQ WKH PLOLWDU\ E\ HGXFDWLRQ� QRW LQVWLWXWLRQDO
GHYLFHV� 7R SROLWLFDO VFLHQWLVWV� LQVWLWXWLRQDO FLYLOLDQ FRQWURO LV WKH KHDUW RI FLYLO�PLOLWDU\
UHODWLRQV� 7R VRFLRORJLVWV� FLYLO�PLOLWDU\ UHODWLRQV LV DERXW WKH LQWHJUDWLRQ �RU WKH DEVHQFH RI
LW� RI FLYLO DQG PLOLWDU\ LQVWLWXWLRQV�

:KHUH +XQWLQJWRQ VHW RXW WR GHVFULEH LGHDO�W\SH PRGHOV� -DQRZLW] VRXJKW WR SDLQW DV
DFFXUDWH DQG GHWDLOHG D SRUWUDLW RI WKH VROGLHU DV SRVVLEOH� +H KDG WKH VRFLRORJLVW
V LQWHUHVW
LQ WKH LQVWLWXWLRQ TXD LQVWLWXWLRQ� WKH JURXS TXD JURXS� DQG KH VSDZQHG D ULFK OLWHUDWXUH
WKDW KDV ORRNHG DW KRZ WKH PLOLWDU\ KDV VKDSHG FLYLOLDQ VRFLHW\ DQG YLFH YHUVD� 7KH
-DQRZLW]HDQ WUDGLWLRQ� KRZHYHU� TXLFNO\ ORVW WKH FLYLO�PLOLWDU\ SUREOHPDWLTXH IRFXV�LI�
LQGHHG� WKDW ZDV HYHU LWV IRFXV�DQG FRQFHUQHG LWVHOI ZLWK RWKHU LPSRUWDQW EXW RQO\
LQGLUHFWO\ UHODWHG TXHVWLRQV�

7KH WZR GHDQV RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV WKXV RIIHU DOWHUQDWLYH H[SODQDWLRQV RI WKH
$PHULFDQ H[SHULHQFH� \HW� VXUSULVLQJO\� QHLWKHU RIIHUV DQ DGHTXDWH WUHDWPHQW RI WKH FLYLO�
PLOLWDU\ SUREOHPDWLTXH� +XQWLQ WRQ
V ZRUN FRPHV FORVHVW� EXW� DV , KDYH DUJXHG� LW GUDZV
HUURQHRXV LQIHUHQFHV DQG PDNHV SUHGLFWLRQV WKDW KDYH QRW SURYHQ DFFXUDWH� -DQRZLW]
RIIHUV D ZHDOWK RI LQVLJKWV LQWR WKH QDWXUH RI WKH PLOLWDU\ DQG LWV SRVLWLRQ LQ VRFLHW\� +LV
GHVFULSWLRQV RI OLNHO\ DUHDV RI IULFWLRQ DUH LQ WKH PDLQ DFFXUDWH� %XW� H[FHSWLQJ KLV
UHFRJQLWLRQ WKDW HYHQ SURIHVVLRQDO DQG JHQHUDOO\ VXERUGLQDWH PLOLWDU\ LQVWLWXWLRQV ZLOO VHHN
ZD\V WR LQIOXHQFH LI QRW PDQDJH FLYLOLDQ OHDGHUV� KH PDGH UHPDUNDEO\ OLWWOH DGYDQFH RYHU
+XQWLQJWRQ RQ WKH DOO�LPSRUWDQW TXHVWLRQ RI FLYLOLDQ FRQWURO�

%RWK IRFXV KHDYLO\ RQ ZKDW /DUVRQ FDOOV LQWHUQDO PHFKDQLVPV IRU FLYLOLDQ FRQWURO� YDOXHV RU
SURIHVVLRQDOLVP YDULRXVO\ VSHFLILHG� ZKLOH VOLJKWLQJ WKH H[WHUQDO PHDVXUHV RI WUDGLWLRQDO
DGPLQLVWUDWLYH WKHRU\� /DUVRQ DSSODXGV WKLV YDOXHV IRFXV� GLVPLVVLQJ H[WHUQDO PHDVXUHV DV
XQZLHOG\ JLYHQ WKH VL]H DQG VFRSH RI WKH SRVW�:RUOG :DU ,, PLOLWDU\ HVWDEOLVKPHQW"
,QGHHG� WKH SUREOHPDWLTXH OHDGV ORJLFDOO\ WR D SURPLQHQW SODFH IRU WKHVH LQWHUQDO
PHDVXUHV� 6LQFH WKH PLOLWDU\ KDV WKH XQLTXH FDSDFLW\ WR WDNH RYHU D SROLW\ E\ IRUFH� WKHUH LV
DQ LQKHUHQW XSSHU ERXQGDU\ WR WKH HIILFDF\ RI H[WHUQDO FRQWURO PHFKDQLVPV� $W VRPH OHYHO
LQWHUQDO FRQWURO PHFKDQLVPV PXVW SOD\ D UROH� ,Q HPSKDVL]LQJ WKH UROH RI SURIHVVLRQDOLVP�
KRZHYHU� ERWK +XQWLQJWRQ DQG -DQRZLW] DUH YXOQHUDEOH WR FKDUJHV RI GHILQLQJ DZD\ WKH
SUREOHP RI FLYLOLDQ FRQWURO�

$ FRPSUHKHQVLYH WKHRU\ RI $PHULFDQ FLYLOLDQ FRQWURO PXVW DOVR LQFRUSRUDWH LQWHUHVW�EDVHG
DQG H[WHUQDO FRQWURO PHFKDQLVPV DQG� IURP D WKHRUHWLFDO DQG D SROLF\ SHUVSHFWLYH� WKHVH
GHVHUYH VSHFLDO HPSKDVLV� ,Q WKHRUHWLFDO WHUPV� VXFK D IRFXV LV QHFHVVDU\ EHFDXVH WKH
LQWHUHVWLQJ YDULDWLRQ LQ FDVHV OLNH WKH 8QLWHG 6WDWHV� ZKHUH WKH WKHRUHWLFDOO\ SRVVLEOH
RXWFRPH RI D FRXS KDV QHYHU LQ IDFW WUDQVSLUHG� OLHV LQ WKH FKDQJLQJ SDWWHUQV RI FLYLOLDQ
FRQWURO �DV RSSRVHG WR D FKDQJLQJ H[LVWHQFH RI FLYLOLDQ FRQWURO�� ,Q SROLF\ WHUPV� HYHQ
VXSSRVHGO\ LQWHUQDO FRQWURO PHDVXUHV OLNH SURIHVVLRQDOLVP DUH WKHPVHOYHV IXQFWLRQV RI
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H[WHUQDO FKRLFHV VXFK DV DFFHVVLRQ SROLF\� SURIHVVLRQDO PLOLWDU\ HGXFDWLRQ SROLF\� DQG HYHQ
SROLFLHV GHVLJQHG WR HQKDQFH VRFLDO LQWHJUDWLRQ RU VHSDUDWLRQ� 7KXV� LW PDNHV VHQVH WR

GHYHORS D WKHRU\ WKDW HQFRPSDVVHV WKH HQWLUH EDVNHW RI FRQWURO PHDVXUHV DQG H[SODLQV WKH
IDFWRUV WKDW VKDSH WKH RQJRLQJ SURFHVV RI FLYLOLDQ FKRLFHV IURP DPRQJ WKDW EDVNHW�

2XWOLQHV RI D 1HZ 7KHRU\

7KH FRPSOHWH GHYHORSPHQW RI VXFK DQ DOWHUQDWLYH WKHRU\ RI $PHULFDQ FLYLOLDQ FRQWURO OLHV
EH\RQG WKH VFRSH RI WKLV DUWLFOH��� ,W LV SRVVLEOH� KRZHYHU� WR LGHQWLI\ VHYHUDO EHQFKPDUNV
WKH WKHRU\ VKRXOG PHHW�

)LUVW� DQG PRVW FRQWURYHUVLDOO\� WKH WKHRU\ PXVW EHJLQ ZLWK DQDO\WLFDOO\ GLVWLQFW FLYLOLDQ DQG
PLOLWDU\ VSKHUHV� $V %HUQDUG %RHQH GRFXPHQWV� WKH GLVWLQFWQHVV RI DQG FRQYHUJHQFH
EHWZHHQ FLYLOLDQ DQG PLOLWDU\ VSKHUHV LV D PDWWHU RI JUHDW GLVSXWH��� ,QGHHG� RQH PLJKW
VD\ LW LV WKH SULQFLSDO SUHRFFXSDWLRQ RI WKH VRFLRORJLFDO VFKRRO RI FLYLO�PLOLWDU\ UHODWLRQV
WKHRU\� 8QGRXEWHGO\� WKH VSKHUHV KDYH FRQYHUJHG LQ PDQ\ ZD\V RYHU WKH SDVW FHQWXU\�
7HFKQRORJ\ KDV DW RQFH EOXUUHG GLVWLQFWLRQV EHWZHHQ FRPEDWDQWV DQG QRQFRPEDWDQWV DQG
FLYLOLDQL]HG WKH PDUWLDO VNLOO VHW XSRQ ZKLFK VROGLHUV UHO\ WR SHUIRUP WKHLU FUDIW� ,Q WKH
$PHULFDQ FRQWH[W WKHUH LV D PDUNHG SROLWLFDO�PLOLWDU\ IXVLRQ DW WKH KLJKHVW OHYHOV RI
FRPPDQG RQ XVH RI IRUFH SROLF\PDNLQJ�� ,QGHHG� 5HEHFFD 6FKLII SUHGLFDWHV KHU SURSRVHG
�FRQFRUGDQFH� WKHRU\ RI FLYLO�PLOLWDU\ UHODWLRQV RQ WKH LGHD WKDW VXFK VHSDUDWLRQ RI FLYLOLDQ
DQG PLOLWDU\ LQVWLWXWLRQV LV WKHRUHWLFDOO\ DQG HPSLULFDOO\ IODZHG���

<HW� 6FKLII
V FULWLTXH DQG SURSRVHG DOWHUQDWLYH LWVHOI RIIHUV DQ DUJXPHQW IRU FRQWLQXLQJ WR
XVH WKH GLVWLQFWLRQ� HVSHFLDOO\ IRU D WKHRU\ SXUSRUWLQJ WR H[SODLQ $PHULFDQ FLYLO�PLOLWDU\
UHODWLRQV� )RU VWDUWHUV� VKH FULWLFL]HV WKH GLVWLQFWLRQ DV �KLVWRULFDOO\ DQG FXOWXUDOO\ ERXQG WR
WKH $PHULFDQ FDVH���� 2EYLRXVO\� WKH HWKQRFHQWULVP FULWLTXH FROODSVHV LI WKH SURMHFW
FRQFHUQV� DW OHDVW DW WKH RXWVHW� $PHULFDQ SUREOHPV� 0RUH JHQHUDOO\� KRZHYHU� 6FKLII
V
FULWLTXH LV DFWXDOO\ OLPLWHG WR +XQWLQJWRQ
V YHUVLRQ RI GLVWLQFWQHVV� ZKLFK FRQWDLQV D
QRUPDWLYH ELDV LQ IDYRU RI NHHSLQJ WKH VSKHUHV DV GLVWLQFW DV SRVVLEOH� 6KH UHMHFWV
+XQWLQJWRQ
V SUHVFULSWLRQ� EXW GRHV QRW GLVSXWH WKDW WKHUH DUH DQDO\WLFDOO\ PHDQLQJIXO
GLVWLQFWLRQV EHWZHHQ WKH PLOLWDU\ DQG WKH QRQPLOLWDU\� ,QGHHG� 6FKLII
V FRQFRUGDQFH WKHRU\
LWVHOI UHOLHV XSRQ WKH DQDO\WLFDO GLVWLQFWLRQ� VKH WUHDWV WKH PLOLWDU\ DV GLVWLQFW IURP WKH
SROLWLFDO OHDGHUVKLS DV GLVWLQFW IURP WKH FLWL]HQU\�LQWURGXFWLRQ RI WKH ODWWHU LQWR WKH
WKHRUHWLFDO PL[ UHSUHVHQWLQJ WKH KHDUW RI FRQFRUGDQFH WKHRU\
V FRQWULEXWLRQ WR FLYLO�PLOLWDU\
UHODWLRQV WKHRU\� 6HSDUDWLQJ WKH FLYLOLDQ DQG PLOLWDU\ VSKHUHV LQ WKHRU\ GRHV QRW UXOH RXW
JUHDWHU RU OHVVHU FRQYHUJHQFH LQ SUDFWLFH� %XW LI WKH VSKHUHV DUH QRW DW OHDVW DQDO\WLFDOO\
GLVWLQFW� WKH WKHRU\ LV QR ORQJHU DERXW FLYLO�PLOLWDU\ UHODWLRQV���

6HFRQG DQG SHUKDSV REYLRXVO\� WKH WKHRU\ LV QRW VLPSO\ DERXW GRFXPHQWLQJ DOO UHODWLRQV
EHWZHHQ WKHVH WZR VSKHUHV �DOWKRXJK WKDW PD\ DOVR EH DQ LQWHUHVWLQJ DUHD IRU VWXG\��
UDWKHU� D WKHRU\ DERXW FLYLOLDQ FRQWURO PXVW H[SODLQ RQH FUXFLDO DVSHFW RI WKRVH UHODWLRQV�
WKH IDFWRUV WKDW VKDSH KRZ FLYLOLDQV H[HUFLVH FRQWURO RYHU WKH PLOLWDU\� 7KH FLYLO�PLOLWDU\
SUREOHPDWLTXH� DV , KDYH GHILQHG LW� LV DERXW WKH GHOHJDWLRQ RI UHVSRQVLELOLW\ IURP WKH
QRWLRQDO FLYLOLDQ WR WKH QRWLRQDO PLOLWDU\� ,W LV DERXW LQFUHDVLQJ RU GHFUHDVLQJ WKH VFRSH RI
GHOHJDWLRQ DQG PRQLWRULQJ WKH PLOLWDU\
V EHKDYLRU LQ WKH FRQWH[W RI VXFK GHOHJDWLRQ� $QG LW
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LV DERXW WKH PLOLWDU\ UHVSRQVH WR GHOHJDWLRQ� GHVLUH IRU PRUH GHOHJDWLRQ� DQG HYHQ
RFFDVLRQDO XVXUSDWLRQ RI PRUH DXWKRULW\ WKDQ FLYLOLDQV LQWHQGHG� $ VHUYLFHDEOH WKHRU\ RI
FLYLOLDQ FRQWURO VKRXOG DGGUHVV WKH FRQGLWLRQV XQGHU ZKLFK GHOHJDWLRQ KDSSHQV DQG

LGHQWLI\ K\SRWKHVHV DERXW IDFWRUV WKDW VKDSH WKH GHOHJDWLRQ LQ REVHUYDEOH ZD\V� 6XFK D
IUDPHZRUN FDQ LQFRUSRUDWH D ZLGH YDULHW\ RI SDWWHUQV RI UHODWLRQV� $V GLVFXVVHG DERYH� WKH
GHOHJDWLRQ�DJHQF\ IRFXV FDQ HYHQ HQFRPSDVV VLWXDWLRQV LQ ZKLFK WKH SXWDWLYH PLOLWDU\
DJHQWV KDYH GLVORGJHG WKH FLYLOLDQ UHJLPH DQG DUH EHQW RQ UXOLQJ WKH SROLW\� ,QGHHG� WKH

RQO\ FRQGLWLRQ WKDW WKLV IUDPHZRUN DVVXPHV DZD\ LV WKH RQH LQ ZKLFK WKHUH LV QR
GLVWLQFWLRQ ZKDWVRHYHU EHWZHHQ WKH ILJKWHUV DQG WKH QRQILJKWHUV RU ZKHUH WKHUH LV QR
LQVWLWXWLRQDOL]DWLRQ RI WKDW GLVWLQFWLRQ� 6R ORQJ DV WKHUH LV D UHFRJQL]DEOH LQVWLWXWLRQ WKDW LV
PLOLWDU\� WKH SUREOHP RI DJHQF\ DQG GHOHJDWLRQ� WKH SUREOHP RI WKH GLYLVLRQ RI ODERU� DQG�
FRQVHTXHQWO\� WKH SUREOHP RI FLYLOLDQ FRQWURO DULVHV� 7KH WRSLF� WKHUHIRUH� OHDGV QDWXUDOO\ WR
WKH SROLWLFDO�LQVWLWXWLRQDO RULHQWDWLRQ VXJJHVWHG E\ +XQWLQJWRQ� 7KLV LV QRW VR PXFK D

FULWLTXH DV D FKRLFH� 6RFLRORJLVWV PD\ ZHOO KDYH DQ DSSURSULDWH IRFXV EXW IRU D GLIIHUHQW
TXHVWLRQ WKDQ WKH SROLWLFDO RQH VXJJHVWHG KHUH�

7KLUG DQG UHODWHGO\� WKH WKHRU\ VKRXOG WUDQVFHQG WKH FRQFHSW RI SURIHVVLRQDOL]DWLRQ� $V
PDQ\ FULWLFV KDYH QRWHG� +XQWLQJWRQ
V QRWLRQ RI SURIHVVLRQDOLVP GHILQHV DZD\ WKH YHU\
SROLWLFDO SUREOHPDWLTXH KLV IUDPHZRUN LGHQWLILHV� $V IHZHU FULWLFV KDYH QRWHG� -DQRZLW]

PRUH HPSLULFDOO\ JURXQGHG XQGHUVWDQGLQJ RI SURIHVVLRQDOLVP GRHV PXFK WKH VDPH WKLQJ�
7KH SUREOHP LV ZLWK WKH FRQFHSW LWVHOI� 3URIHVVLRQDOLVP LV XVHIXO DV D WRRO IRU LGHQWLI\LQJ
WKH P\ULDG FKDQJHV LQ WKH PLOLWDU\ FUDIW DV LW HYROYHV WKURXJK SUHPRGHUQ� PRGHUQ� DQG
QRZ SRVWPRGHUQ LQFDUQDWLRQV� ,W LV XVHIXO HYHQ DQG SHUKDSV HVSHFLDOO\ LQ IRFXVLQJ
DWWHQWLRQ RQ WKH DWWLWXGHV DQG SHUVSHFWLYHV RI WKH SHRSOH ZKR FKRRVH WKLV YRFDWLRQ RU DUH
FKRVHQ IRU LW� %XW DV IRU H[SODLQLQJ WKH SUREOHP RI FLYLOLDQ FRQWURO� , DP QRW SHUVXDGHG WKDW
WKH FRQFHSW KDV PRUH XWLOLW\ EH\RQG WKDW ZKLFK +XQWLQJWRQ� -DQRZLW]� DQG HVSHFLDOO\

$EUDKDPVVRQ �IROORZLQJ )LQHU� KDYH DOUHDG\ JHQHUDWHG� +XQWLQJWRQ DQG -DQRZLW] DUJXHG
WKDW WKH HWKLF RI VXERUGLQDWLRQ FDQ EH D SRZHUIXO SDUW RI WKH SURIHVVLRQDOL]DWLRQ RI WKH
PLOLWDU\ ZKLFK� LQ WXUQ� FDQ FRQWULEXWH WR FLYLOLDQ FRQWURO� $EUDKDPVVRQ FRUUHFWO\ LGHQWLILHG
WKH RWKHU FRXQWHUYDLOLQJ IHDWXUHV RI SURIHVVLRQDOL]DWLRQ� $ SURIHVVLRQDO PLOLWDU\ LV D
FRPSOH[ DQG ZHOO�RUJDQL]HG LQVWLWXWLRQ WKDW KDV LQWHUQDOL]HG FHUWDLQ QDWLRQDOLVWLF DQG

FRQVHUYDWLYH YDOXHV� SUHFLVHO\ WKH NLQG RI RUJDQL]DWLRQ WKDW LV OLNHO\ WR EH PRUH HIIHFWLYH DW
UHVLVWLQJ FLYLOLDQ GLUHFWLRQ ZKHQ FLYLOLDQV DQG PLOLWDU\ GLVDJUHH RYHU WKH SURSHU FRXUVH RI
DFWLRQ WKDQ LWV FRQYHUVH �D VLPSOH� SRRUO\ RUJDQL]HG LQVWLWXWLRQ ZLWK D ZHDN FRUSRUDWH

LGHQWLW\����

,Q VKRUW� WKH SURIHVVLRQDOLVP JODVV LV ERWK KDOI�IXOO DQG KDOI�HPSW\ DQG WKH
SURIHVVLRQDOLVP�DV�DQ�HWKLF DUJXPHQW FDQQRW E\ LWVHOI DQVZHU ZKLFK YLVLRQ RI WKH JODVV LV
WKH EHVW� 7KLV LV QRW D UDWLRQDO�LQWHUHVW FULWLTXH RI D YDOXHV�EDVHG DSSURDFK� 2Q WKH
FRQWUDU\� DQ DJHQF\ PRGHO RI FLYLOLDQ FRQWURO FRXOG LQFRUSRUDWH UDWLRQDO�LQWHUHVW IDFWRUV
�IRU LQVWDQFH WKH FRVWV RI FHUWDLQ FRQWURO PHDVXUHV� DQG YDOXHV�EDVHG IDFWRUV �WKH DFWRUV

QRUPDWLYH FRQFHSWLRQV RI WKHLU UROH� DQG FRPSDUH WKHLU UHODWLYH ZHLJKWV� %HWWHU WR VHSDUDWH
YDULRXV IDFWRUV WKDW VFKRODUV KDYH JURXSHG WRJHWKHU XQGHU WKH XPEUHOOD FRQFHSW RI
SURIHVVLRQDOLVP�VL]H DQG FRPSOH[LW\ RI WKH RUJDQL]DWLRQ� KRPRJHQHLW\ RI YLHZSRLQW� DQG
YDOXHV�DQG LGHQWLI\ WKHLU LQGHSHQGHQW RU FROOLQHDU HIIHFWV RQ WKH SUREOHP RI FLYLOLDQ
FRQWURO�
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)RXUWK DQG ILQDOO\� WKH WKHRU\ VKRXOG EH GHGXFWLYHO\ GHULYHG EHIRUH LW LV HPSLULFDOO\ WHVWHG
DJDLQVW WKH KLVWRULFDO UHFRUG� 7KH ILHOG KDV HPSKDVL]HG WKH RSSRVLWH DSSURDFK�LGHQWLI\LQJ
SDWWHUQV LQ FDUHIXOO\ UHVHDUFKHG FURVV�VHFWLRQDO RU FURVV�WHPSRUDO GDWD� 6XFK DQ LQGXFWLYH
DSSURDFK LV UHVSRQVLEOH IRU PXFK RI WKH ILHOG
V SURJUHVV RYHU WKH SDVW VHYHUDO GHFDGHV� <HW
WKH ZHDOWK RI HPSLULFDO VWXGLHV� PDQ\ DSSDUHQWO\ GLVFRQILUPLQJ KLV NH\ DVVHUWLRQV RU
SUHGLFWLRQV� KDYH QRW GLVORGJHG +XQWLQJWRQ SUHFLVHO\ EHFDXVH KLV WKHRU\ FRQVLVWV RI D IHZ�
WLJKWO\�UHDVRQHG� GHGXFWLYH SURSRVLWLRQV� )URP D SKLORVRSK\ RI VFLHQFH SHUVSHFWLYH�
+XQWLQJWRQ
V DSSURDFK UHPDLQV YLDEOH VR ORQJ DV WKHUH LV QR GHGXFWLYHO\ VXSHULRU

DOWHUQDWLYH�

,Q FRQFOXVLRQ� WKH REVHUYDEOH IULFWLRQ LQ WKH UHODWLRQVKLS EHWZHHQ FLYLOLDQV DQG WKH PLOLWDU\
KDV UHIRFXVHG DWWHQWLRQ RQ WKH WKHRU\ RI $PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV� $W LWV KHDUW� WKH
WKHRU\ VKRXOG DGGUHVV WKH FLYLOPLOLWDU\ SUREOHPDWLTXH� WKH QHHG WR KDYH DQ LQVWLWXWLRQ
VWURQJ HQRXJK WR SURWHFW FLYLOLDQV \HW QRW VR VWURQJ DV WR LJQRUH FLYLOLDQ GLUHFWLRQ�LQ VKRUW�
WKH SUREOHP RI FLYLOLDQ GHOHJDWLRQ WR DQG FRQWURO RI WKH PLOLWDU\� 7KH WZR GHDQV RI
$PHULFDQ FLYLOPLOLWDU\ UHODWLRQV� 6DPXHO +XQWLQJWRQ DQG 0RUULV -DQRZLW]� FRQWLQXH WR
GRPLQDWH WKH WKHRUHWLFDO GHEDWH� DOWKRXJK WKHLU WKHRULHV GR QRW DGHTXDWHO\ H[SODLQ WKH
GHOHJDWLRQ�FRQWURO G\QDPLF� $ QHZ WKHRU\ LV QHHGHG DQG WKH RXWOLQHV RI LW DUH HYLGHQW LQ
WKH VSHFLILF ZHDNQHVVHV RI WKH HVWDEOLVKHG ULYDOV�

1RWHV

$XWKRU
V 1RWH� , WKDQN 'HERUDK $YDQW� -DPHV %XUN� 6WHSKHQ %LGGOH� 'DPRQ &ROHWWD� 6DPXHO +XQWLQJWRQ�

5LFKDUG .RKQ� -LP 0LOOHU� 'DYLG 3ULHVV� 6FRWW 6DJDQ� DQG WZR DQRQ\PRXV UHYLHZHUV IRU WKHLU KHOSIXO
FRPPHQWV RQ HDUOLHU GUDIWV� 3RUWLRQV RI WKLV DUWLFOH DUH GUDZQ IURP �7KH :K\� :KDW DQG +RZ RI &LYLOLDQ
&RQWURO� &LYLO�0LOLWDU\ 5HODWLRQV DQG WKH 8VH RI )RUFH� � SUHVHQWHG DW WKH ���� $QQXDO 0HHWLQJ RI WKH ,QWHU�
8QLYHUVLW\ 6HPLQDU RQ $UPHG )RUFHV DQG 6RFLHW\� %DOWLPRUH� 0'� ����� 2FWREHU �����

�� )ROORZLQJ RQ WKH KHHOV RI MRXUQDOLVWLF DFFRXQWV RI FLYLO�PLOLWDU\ IULFWLRQ ZLWKLQ WKH &OLQWRQ DGPLQLVWUDWLRQ�
VHYHUDO DQDO\VWV KDYH DOOHJHG WKDW D VHULRXV ULIW KDV GHYHORSHG LQ WKH WUDGLWLRQDO UHODWLRQVKLS� -RKQ
&XVKPDQ� �%XQJOLQJ WKH ,QIRUPDO &RQWUDFW�� 3UR

FHHGLQJV RI WKH 1DYDO ,QVWLWXWH ���� � �-DQXDU\ ������ ������ 5LFKDUG +� .RKQ� �2XW RI &RQWURO� 7KH &ULVLV LQ
&LYLO�0LOLWDU\ 5HODWLRQV�� 1DWLRQDO ,QWHUHVW� �� �6SULQJ ������ ����� /XWWZDN� �:DVKLQJWRQ
V %LJJHVW 6FDQGDO��

&RPPHQWDU\� 0D\ ����� ������ &ROLQ 3RZHOO� -RKQ /HKPDQ� :LOOLDP 2GRP� 6DPXHO +XQWLQJWRQ� DQG

5LFKDUG .RKQ� �([FKDQJH RQ &LYLO�0LOLWDU\ 5HODWLRQV�� 1DWLRQDO ,QWHUHVW� �� �6XPPHU ������ ������ 5XVVHOO

:HLJOH\� �7KH $PHULFDQ 0LOLWDU\ DQG WKH 3ULQFLSOH RI &LYLOLDQ &RQWURO IURP 0F&OHOODQ WR 3RZHOO�� 7KH -RXUQDO
RI 0LOLWDU\ +LVWRU\ ��� � �2FWREHU ������ ������

�� �:KR
V LQ &KDUJH RI WKH 0LOLWDU\"� 1HZ <RUN 7LPHV� �� -DQXDU\ ����� $��� -RKQ /DQFDVWHU� �&OLQWRQ DQG
WKH 0LOLWDU\� ,V *D\ 3ROLF\ -XVW WKH 2SHQLQJ 6NLUPLVK"� :DVKLQJWRQ 3RVW� � )HEUXDU\ ����� $��� &KULVWRSKHU

0DWWKHZV� �&OLQWRQ� 'URS 0LOLWDU\ 6DOXWH�� 7KH $UL]RQD 5HSXEOLF� �� 0DUFK ����� $OO� �7KH 0LOLWDU\ DQG WKH

&RPPDQGHU�LQ�&KLHI� � WUDQVFULSW RI $%& 1HZV 1LJKWOLQH� �� 0DUFK ����� %DUWRQ *HOOPDQ� �7XUQLQJ DQ
$ERXW�)DFH ,QWR D )RUZDUG 0DUFK�� :DVKLQJWRQ 3RVW� � $SULO ����� $O� �&RPPDQGHU LQ &KLHI�� :DVKLQJWRQ
3RVW� � $SULO ����� &�� 'DYLG 6� -RQDV DQG +DJHQ :� )UDQN� �%DVLF 0LOLWDU\ /HDGHUVKLS�� :DVKLQJWRQ 3RVW� �

$SULO ����� &�� (ULF 6FKPLWW� �&OLQWRQ� LQ *HVWXUH RI 3HDFH� 3RSV LQ RQ 3HQWDJRQ�� 1HZ <RUN 7LPHV� � $SULO
����� $�� -RKQ /DQFDVWHU DQG $QQ 'HZH\� �6WRUPLQJ WKH 3HQWDJRQ�� :DVKLQJWRQ 3RVW� � $SULO ����� $O�

-RKQ /DQFDVWHU� �&URZH 'LVFRXQWV 0LOLWDU\ 2EMHFWLRQ WR +RPRVH[XDOV�� :DVKLQJWRQ 3RVW� �� $SULO �����

$��� 0LFKDHO 5� *RUGRQ� �-RLQW &KLHIV :DUQ &RQJUHVV $JDLQVW 0RUH 0LOLWDU\ &XWV�� 1HZ <RUN 7LPHV� ��
$SULO ����� $�� +HOHQ 7KRPDV� �&OLQWRQ 6HHNV ,PSURYHG ,PDJH ZLWK 0LOLWDU\�� 8QLWHG 3UHVV ,QWHUQDWLRQDO� �
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0D\ ����� QHZVZLUH� -RKQ /DQFDVWHU� �$FFXVHG RI 5LGLFXOLQJ &OLQWRQ� *HQHUDO )DFHV $LU )RUFH 3UREH��
:DVKLQJWRQ 3RVW� � -XQH ����� $O� -RKQ /DQFDVWHU� �$LU )RUFH *HQHUDO 6HWV 5HWLUHPHQW�� :DVKLQJWRQ 3RVW�

�� -XQH ����� $O� 7RP 3KLOSRWW� �%OXH 0RRG 5LVLQJ�� $UP\ 7LPHV� �� -XQH ����� ������ 'DYLG +�

+DFNZRUWK� �5DQFRU LQ WKH 5DQNV� 7KH 7URRSV YV� WKH 3UHVLGHQW�� 1HZVZHHN� �� -XQH ����� ������

�� 6HH HVSHFLDOO\ .RKQ� �2XW RI &RQWURO�� DQG :HLJOH\� �7KH $PHULFDQ 0LOLWDU\��

�� &KDUOHV 'XQODS� �7KH 2ULJLQV RI WKH $PHULFDQ 0LOLWDU\ &RXS RI ������ 3DUDPHWHUV ��� � �:LQWHU ���������
����� DQG &KDUOHV 'XQODS� �:HOFRPH WR WKH -XQWD� 7KH (URVLRQ RI &LYLOLDQ &RQWURO RI WKH 8�6� 0LOLWDU\��
:DNH )RUHVW /DZ 5HYLHZ ��� � ������ ��������

�� 7KLV EULHI GLVFXVVLRQ DLPV VROHO\ WR VHW XS WKH SUREOHP RI FLYLOLDQ FRQWURO DQG LV QRW LQWHQGHG WR
VXEVWLWXWH IRU D FRPSUHKHQVLYH H[DPLQDWLRQ RI WKH DQWKURSRORJLFDO URRWV RI ZDU� )RU D XVHIXO LI VRPHZKDW
GDWHG ELEOLRJUDSK\ RI WKDW ILHOG VHH� 5� %ULDQ )HUJXVRQ� 7KH $QWKURSRORJ\ RI :DU� $ %LEOLRJUDSK\ �1HZ
<RUN� +DUU\ )UDQN *XJJHQKHLP )RXQGDWLRQ� ������

�� 7R EH VXUH� WKH P\WKLFDO SHUVRQ PD\ ILQG WKDW EUDQGLVKLQJ D VZRUG WR ZDUG RII HQHPLHV FUHDWHV PRUH
HQHPLHV WKDQ LW LQWLPLGDWHV� 7KLV LV WKH IDPRXV VHFXULW\ GLOHPPD DQG� ZKLOH LPSRUWDQW� GRHV QRW UDLVH WKH
LVVXHV RI FRQWURO WKDW DUH RI LQWHUHVW LQ WKLV VWXG\� $ FORVHU DQDORJ\ PLJKW EH LI WKH P\WKLFDO SHUVRQ IRXQG
WKDW LQ EUDQGLVKLQJ WKH VZRUG KH ZDV OLNHO\ WR ORS RII KLV RZQ KHDG�

�� 2I FRXUVH� WKH PLOLWDU\ PD\ DOVR EH XVHG LQ OHVV XUJHQW VLWXDWLRQV DQG IRU OHVV XUJHQW SXUSRVHV� RQ ZKLFK
PRUH LQ WKH WH[W� $W WKH PRVW IXQGDPHQWDO OHYHO� KRZHYHU� WKH

FHQWUDO SXUSRVH RI WKH PLOLWDU\ LV WR SURWHFW VRFLHW\ HLWKHU WKURXJK RIIHQVLYH RU GHIHQVLYH ZDUV�

�� ,Q WKH FRQFOXVLRQ� , UHWXUQ WR WKH LVVXH RI WKH DQDO\WLFDO GLVWLQFWLRQ EHWZHHQ FLYLOLDQ DQG PLOLWDU\ VSKHUHV�
GLVWLQFWLRQ WKDW KDV EHFRPH LQFUHDVLQJO\ FRQWURYHUVLDO DV WKH IXQFWLRQDO DQG VRFLRORJLFDO GLIIHUHQWLDWLRQ
EHWZHHQ WKH WZR VSKHUHV KDV ZD[HG DQG ZDQHG�

�� &LYLOLDQV DUH PRUDOO\ DQG SROLWLFDOO\ FRPSHWHQW WR PDNH WKH GHFLVLRQV HYHQ LI WKH\ GR QRW SRVVHVV WKH
UHOHYDQW H[SHUWLVH �WHFKQLFDO FRPSHWHQFH�� 5REHUW 'DKO� &RQWUROOLQJ 1XFOHDU :HDSRQV �6\UDFXVH� 6\UDFXVH

8QLYHUVLW\ 3UHVV� ������

��� -HURPH *� .HUZLQ� &LYLO�0LOLWDU\ 5HODWLRQVKLSV LQ $PHULFDQ /LIH �&KLFDJR� 8QLYHUVLW\ RI &KLFDJR 3UHVV�
������ +DUROG '�� /DVVZHOO� 1DWLRQDO 6HFXULW\ DQG ,QGLYLGXDO )UHHGRP �1HZ <RUN� 0F*UDZ +LOO� ������ /RXLV

6PLWK� $PHULFDQ 'HPRFUDF\ DQG 0LOLWDU\ 3RZHU �&KLFDJR� 8QLYHUVLW\ RI &KLFDJR 3UHVV� ������ $UWKXU $�
(NLUFK� -U� 7KH &LYLOLDQ DQG WKH 0LOLWDU\ �1HZ <RUN� 2[IRUG 8QLYHUVLW\ 3UHVV� ������ :DOWHU 0LOOLV� $UPV DQG
0HQ� $ 6WXG\ RI $PHULFDQ 0LOLWDU\ +LVWRU\ �1HZ <RUN� 3XWQDP� ������ 6DPXHO 3� +XQWLQJWRQ� 7KH 6ROGLHU
DQG WKH 6WDWH� 7KH 7KHRU\ DQG 3ROLWLFV RI &LYLO�0LOLWDU\ 5HODWLRQV �&DPEULGJH� +DUYDUG 8QLYHUVLW\ 3UHVV�
������ :DOWHU 0LOOLV� +DUYH\ &� 0DQVILHOG� DQG +DUROG 6WHLQ� $UPV DQG 7KH 6WDWH� &LYLO�0LOLWDU\ (OHPHQWV LQ
1DWLRQDO 3ROLF\ �1HZ <RUN� 7ZHQWLHWK &HQWXU\ )XQG� ������

��� %HUQDUG %URGLH� :DU DQG 3ROLWLFV �1HZ <RUN� 0DFPLOODQ� ������ 5LFKDUG .� %HWWV� 6ROGLHUV� 6WDWHVPHQ�

DQG &ROG :DU &ULVHV �1HZ <RUN� &ROXPELD 8QLYHUVLW\ 3UHVV� 0RUQLQJVLGH (GLWLRQ� ������ (OLRW &RKHQ�

&LWL]HQV DQG 6ROGLHUV� 7KH 'LOHPPDV RI 0LOLWDU\ 6HUYLFH �,WKDFD� &RUQHOO 8QLYHUVLW\ 3UHVV� ������ DQG 'DYLG
+HQGULFNVRQ� 5HIRUPLQJ 'HIHQVH� 7KH 6WDWH RI $PHULFDQ &LYLO�PLOLWDU\ 5HODWLRQV �%DOWLPRUH� 7KH -RKQV
+RSNLQV 8QLYHUVLW\ 3UHVV� ������

��� 7ZR LPSRUWDQW H[FHSWLRQV DUH WKH ERG\ RI VFKRODUVKLS H[DPLQLQJ WKH UROH RI WKH SUHVLGHQW LQ
DXWKRUL]LQJ WKH XVH RI IRUFH DQG WKH OLWHUDWXUH RQ WKH PLOLWDU\�LQGXVWULDO FRPSOH[� 7KH IRUPHU� KRZHYHU� LV
ODUJHO\ MXULGLFDO LQ SHUVSHFWLYH� DQDO\]LQJ WKH LVVXH LQ WHUPV RI ZKDW LV RU LV QRW DOORZHG XQGHU WKH
&RQVWLWXWLRQ� 6HH� IRU LQVWDQFH� 7KRPDV 7� (DJOHWRQ� :DU DQG 3UHVLGHQWLDO 3RZHU� $ &KURQLFOH RI
&RQJUHVVLRQDO 6XUUHQGHU �1HZ <RUN� /LYHULJKW� ������ /RXLV +HQNLQ� )RUHLJQ $IIDLUV DQG WKH &RQVWLWXWLRQ
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�0LQHROD� 1<� )RXQGDWLRQ 3UHVV� ������ -DFRE .� -DYLWV� :KR 0DNHV :DU� 7KH 3UHVLGHQW YV� &RQJUHVV �1HZ

<RUN� 0RUURZ� ������ $EUDKDP 6RIDHU� :DU� )RUHLJQ $IIDLUV� DQG &RQVWLWXWLRQDO 3RZHU� 7KH 2ULJLQV
�&DPEULGJH� %DOOLQJHU� ������ 7KH PLOLWDU\�LQGXVWULDO FRPSOH[ OLWHUDWXUH� LQ FRQWUDVW� DGRSWHG D SROLWLFDO

VFLHQFH LQVWLWXWLRQDO IRFXV� DOWKRXJK LWV LPSDFW KDV EHHQ PL[HG� 6HH 6WHYHQ 5RVHQ� HG�� 7HVWLQJ WKH 7KHRU\
RI WKH 0LOLWDU\�,QGXVWULDO &RPSOH[ �/H[LQJWRQ� '�&� +HDWK� ������ 6HH DOVR� $GDP <DUPROLQVN\� 7KH 0LOLWDU\
(VWDEOLVKPHQW� ,WV ,PSDFWV RQ $PHULFDQ 6RFLHW\ �1HZ <RUN� +DUSHU DQG 5RZ� ������

��� $QG� RI FRXUVH� WKHUH LV D YDVW HPSLULFDO OLWHUDWXUH RQ PDWWHUV WRXFKLQJ RQ FLYLOPLOLWDU\ UHODWLRQV�
LQFOXGLQJ GHIHQVH RUJDQL]DWLRQDO UHIRUP� GHIHQVH SURFXUHPHQW � GHIHQVH SROLF\PDNLQJ� DQG VR RQ� 0\
SRLQW LV WKDW WKHUH KDV EHHQ YHU\ OLPLWHG WKHRUHWLFDO GHYHORSPHQW� SDUWLFXODUO\ DV LW SHUWDLQV WR WKH

PHFKDQLVPV RI KRZ FLYLOLDQ LQVWLWXWLRQV FRQWURO PLOLWDU\ RQHV LQ WKH 8QLWHG 6WDWHV�

��� 7LPRWK\ &ROWRQ� &RPPLVVDUV� &RPPDQGHUV DQG &LYLOLDQ $XWKRULW\� 7KH 6WUXFWXUH RI 6RYLHW 0LOLWDU\
3ROLWLFV �&DPEULGJH� +DUYDUG 8QLYHUVLW\ 3UHVV� ������ 7LPRWK\ &ROWRQ� 6ROGLHUV DQG WKH 6RYLHW 6WDWH� &LYLO�

0LOLWDU\ 5HODWLRQV IURP %UH]KQHY WR *RUEDFKHY �3ULQFHWRQ� 3ULQFHWRQ 8QLYHUVLW\ 3UHVV� ������ 6DPXHO (�
)LQHU� 7KH 0DQ RQ +RUVHEDFN� 7KH 5ROH RI WKH 0LOLWDU\ LQ 3ROLWLFV �/RQGRQ� 3DOO 0DOO 3UHVV� ������ (ULF
1RUGOLQJHU� 6ROGLHUV LQ 3ROLWLFV� 0LOLWDU\ &RXSV DQG *RYHUQPHQWV �1HZ <RUN� 3UHQWLFH+DOO� ������ $PRV

3HUOPXWWHU� 7KH 0LOLWDU\ DQG 3ROLWLFV LQ 0RGHUQ 7LPHV� 2Q 3URIHVVLRQDOV� 3UDHWRULDQV� DQG 5HYROXWLRQDU\
6ROGLHUV �1HZ +DYHQ� <DOH 8QLYHUVLW\ 3UHVV� ������ $ODLQ 5RXTXLH� 7KH 0LOLWDU\ DQG WKH 6WDWH LQ /DWLQ

$PHULFD � WUDQV� 3DXO (� 6LJPXQG �%HUNHOH\� 8QLYHUVLW\ RI &DOLIRUQLD 3UHVV� ������ $OIUHG 6WHSDQ� 7KH
0LOLWDU\ LQ 3ROLWLFV� &KDQJLQJ 3DWWHUQV LQ %UD]LO �3ULQFHWRQ� 3ULQFHWRQ 8QLYHUVLW\ 3UHVV� ������ &ODXGH :HOFK�

HG�� &LYLOLDQ &RQWURO RI WKH 0LOLWDU\ �1HZ <RUN� 6WDWH 8QLYHUVLW\ RI 1HZ <RUN 3UHVV� ������ DQG &ODXGH
:HOFK� 1R )DUHZHOO WR $UPV" 0LOLWDU\ 'LVHQJDJHPHQW IURP 3ROLWLFV LQ $IULFD DQG /DWLQ $PHULFD �%RXOGHU�

:HVWYLHZ 3UHVV� ������ :KLOH QRQH DFFHSWV KLP XQFULWLFDOO\� WKHVH VFKRODUV FDQ EH SODFHG ZLWKLQ WKH

+XQWLQJWRQLDQ WUDGLWLRQ ZLWK WKH LPSRUWDQW DQG REYLRXV H[FHSWLRQ RI )LQHU� 3HUKDSV WKH EHVW FRPSDUDWLYH
WUHDWPHQW ZLWKLQ WKH -DQRZLW] WUDGLWLRQ LV %HQJW $EUDKDPVVRQ� 0LOLWDU\ 3URIHVVLRQDOL]DWLRQ DQG 3ROLWLFDO
3RZHU �%HYHUO\ +LOOV� 6DJH 3XEOLFDWLRQV� ������

��� 0RUULV -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� $ 6RFLDO DQG 3ROLWLFDO 3RUWUDLW �*OHQFRH� ,OO�� 7KH )UHH 3UHVV�
����� )UHH 3UHVV� ������ DOVR &KDUOHV &� 0RVNRV DQG )UDQN 5� :RRGV� HGV�� 7KH 0LOLWDU\� 0RUH 7KDQ -XVW D

-RE" �:DVKLQJWRQ� 3HUJDPRQ�%UDVVH\
V� ������ DQG 6DPXHO 6DUNHVLDQ� 7KH 3URIHVVLRQDO $UP\ 2IILFHU LQ D
&KDQJLQJ 6RFLHW\ �&KLFDJR� 1HOVRQ�+DOO 3XEOLVKHUV� ������ )RU D UHYLHZ RI WKLV OLWHUDWXUH VHH� %HUQDUG
%RHQH� �+RZ 
8QLTXH
 6KRXOG WKH 0LOLWDU\ %H" $ 5HYLHZ RI 5HSUHVHQWDWLYH /LWHUDWXUH DQG 2XWOLQH RI D
6\QWKHWLF )RUPXODWLRQ�� (XURSHDQ -RXUQDO RI 6RFLRORJ\ ��� � ������� ����� -DPHV %XUN� �0RUULV -DQRZLW]
DQG WKH 2ULJLQV RI 6RFLRORJLFDO 5HVHDUFK RQ $UPHG )RUFHV DQG 6RFLHW\�� $UPHG )RUFHV DQG 6RFLHW\ ��� �
�:LQWHU ����� ������� DQG -DPHV %XUN� �0DMRU 7UHQGV LQ &LYLO�0LOLWDU\ 5HODWLRQV� �SDSHU SUHVHQWHG DW WKH

FRQIHUHQFH RQ �6RFLRORJ\ DQG :DU� VSRQVRUHG E\ WKH 7ULDQJOH 8QLYHUVLWLHV 6HFXULW\ 6HPLQDU� &KDSHO +LOO�
1RUWK &DUROLQD� �� 1RYHPEHU ������ 7KHUH LV� RI FRXUVH� VWLOO DQRWKHU PDFUR VRFLRORJLFDO VFKRRO WKDW
H[DPLQHV FLYLO�PLOLWDU\ UHODWLRQV DQG VWDWH IRUPDWLRQ� 7KH SULQFLSDO ZRUN LQ WKLV DUHD LQFOXGHV� %ULDQ
'RZQLQJ� 7KH 0LOLWDU\ 5HYROXWLRQ DQG 3ROLWLFDO &KDQJH� 2ULJLQV RI 'HPRFUDF\ DQG $XWRFUDF\ LQ (DUO\
0RGHUQ (XURSH �3ULQFHWRQ� 3ULQFHWRQ 8QLYHUVLW\ 3UHVV� ������ $QWKRQ\ *LGGHQV� 7KH 1DWLRQ�6WDWH DQG

9LROHQFH �%HUNHOH\� 8QLYHUVLW\ RI &DOLIRUQLD 3UHVV� ������ 0LFKDHO 0DQQ� 6WDWHV� :DU� DQG &DSLWDOLVP �1HZ
<RUN� %DVLO %ODFNZHOO� ������ DQG &KDUOHV 7LOOH\� HG�� 7KH )RUPDWLRQ RI 1DWLRQDO 6WDWHV LQ :HVWHUQ (XURSH
�3ULQFHWRQ� 3ULQFHWRQ 8QLYHUVLW\ 3UHVV� ������

���� )RU H[DPSOH� )LQHU� 0DQ RQ +RUVHEDFN� HVSHFLDOO\ ������ DQG :HOFK� &LYLOLDQ &RQWURO RI WKH 0LOLWDU\�

��� 3HWHU '� )HDYHU� �&LYLO�0LOLWDU\ &RQIOLFW DQG WKH 8VH RI )RUFH�� LQ 'RQDOG 6QLGHU DQG 0LUDQGD $� &DUOWRQ�
&DUHZ� HGV�� 8� 6� &LYLO�0LOLWDU\ 5HODWLRQV� ,Q &ULVLV RU 7UDQVLWLRQ" �&HQWHU IRU 6WUDWHJLF DQG ,QWHUQDWLRQDO
6WXGLHV ������ ��������

��� 5HFHQWO\� KRZHYHU� WKHUH KDYH EHHQ HIIRUWV WR UHFRQVWUXFW WKH WKHRUHWLFDO HGLILFH RI

FLYLO�PLOLWDU\ UHODWLRQV� 'HERUDK '� $YDQW� 3ROLWLFDO ,QVWLWXWLRQV DQG 0LOLWDU\ &KDQJH� /HVVRQV IURP 3HULSKHUDO
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:DUV �,WKDFD� &RUQHOO 8QLYHUVLW\ 3UHVV� ������ 0LFKDHO 'HVFK� �/RVLQJ &RQWURO" 7KH (QG RI WKH &ROG :DU DQG
&KDQJLQJ 8�6� &LYLO�0LOLWDU\ 5HODWLRQV� �SDSHU SUHVHQWHG DW WKH ���� $QQXDO 0HHWLQJ RI WKH $PHULFDQ
3ROLWLFDO 6FLHQFH $VVRFLDWLRQ� 6HSWHPEHU ������ DQG 5HEHFFD 6FKLII� �&LYLO�0LOLWDU\ 5HODWLRQV 5HFRQVLGHUHG�
$ 7KHRU\ RI &RQFRUGDQFH�� $UPHG )RUFHV 	 6RFLHW\ ��� � �)DOO ������ �����

��� /RXLV 6PLWK
V HDUOLHU $PHULFDQ 'HPRFUDF\ DQG 0LOLWDU\ 3RZHU FRYHUV PXFK RI WKH VDPH HPSLULFDO
WHUULWRU\ DQG FRQWLQXHV WR EH LQIRUPDWLYH� ,W LV FRQVLGHUDEO\ OHVV DPELWLRXV WKHRUHWLFDOO\� KRZHYHU� DQG WKLV
KHOSV H[SODLQ ZK\ LW LV ODUJHO\ XQIDPLOLDU WR FXUUHQW DXGLHQFHV� 7KH FODVVLF ZRUN EHIRUH :RUOG :DU ,, LV
$OIUHG 9DJWV� $ +LVWRU\ RI 0LOLWDULVP� $ 5RPDQFH DQG 5HDOLWLHV RI D 3URIHVVLRQ �1HZ <RUN� :�:� 1RUWRQ 	
&R� ������ +XQWLQJWRQ FODLPV WKDW KLV SUHGHFHVVRUV DQG LQWHOOHFWXDO FRPSHWLWRUV RQO\ SURGXFHG �D

FRQIXVHG DQG XQV\VWHPDWLF VHW RI DVVXPSWLRQV DQG EHOLHIV GHULYHG IURP WKH XQGHUO\LQJ SUHPLVHV RI
$PHULFDQ OLEHUDOLVP� � � >WKHRU\ WKDW LV@ REVROHWH LQ WKDW LW LV URRWHG LQ D KLHUDUFK\ RI YDOXHV ZKLFK LV RI
GXELRXV YDOLGLW\ LQ WKH FRQWHPSRUDU\ ZRUOG� �+XQWLQJWRQ� 6ROGLHU DQG 6WDWH� YLL�

��� $QG� RQH PLJKW DGG� +XQWLQJWRQ
V WKHRU\ WKULYHV LQ SDUW EHFDXVH LWV PDQ\ YLJRURXV FULWLFV KDYH DQ

LQWHUHVW LQ SUHVHUYLQJ WKH YLWDOLW\ RI WKHLU SULQFLSDO IRLO�

��� 6HH :HLJOH\� �7KH $PHULFDQ 0LOLWDU\�� ��� Q� ��

��� +XQWLQJWRQ� 6ROGLHU DQG 6WDWH� YLLL� 6HH DOVR ������

��� ,W LV LPSRUWDQW WR QRWH WKDW 0DU[LVP LV �DQWL�PLOLWDU\� LQ WKDW LW RSSRVHV WKH :HEHULDQ LGHDO�W\SH PLOLWDU\

PLQG� DV +XQWLQJWRQ GHILQHV LW� D ZRUOG YLHZ WKDW VHHV PDQ DV LQKHUHQWO\ HYLO� KLVWRU\ DV F\FOLFDO� SRZHU DV
HVVHQWLDOO\ PLOLWDU\� WKUHDWV DV XELTXLWRXV� DQG IRUHLJQ SROLF\ EHVW FRQGXFWHG LQ D PLQLPDO�
XQDGYHQWXUHVRPH IDVKLRQ� 0DU[LVP VHHV PDQ DV LQKHUHQWO\ JRRG� KLVWRU\ DV SURJUHVVLYH� SRZHU DV
HVVHQWLDOO\ HFRQRPLF� WKUHDWV DV OLPLWHG WR FODVV ZDUIDUH� DQG IRUHLJQ SROLF\ EHVW FRQGXFWHG LQ D
UHYROXWLRQDU\ IDVKLRQ� +XQWLQJWRQ DOORZV� REYLRXVO\� IRU D SXWDWLYHO\ 0DU[LVW �DQWLPLOLWDU\� VWDWH OLNH WKH
6RYLHW 8QLRQ QHYHUWKHOHVV WR EXLOG D KXJH PLOLWDU\ HVWDEOLVKPHQW ZLWK JOREDO UHDFK DQG JOREDO LPSRUW�

+XQWLQJWRQ� 6ROGLHU DQG 6WDWH� �� DQG ���

��� 7KH IXQFWLRQDO DQG VRFLHWDO LPSHUDWLYHV VKRXOG QRW EH FRQIXVHG ZLWK WKH SUREOHPDWLTXH LWVHOI� ZKLFK LV
ORJLFDOO\ SULRU WR H[SODLQLQJ FKDQJHV LQ FLYLOLDQ FRQWURO� 7KH SUREOHPDWLTXH VSHDNV PRUH WR WKH ZK\ RI
FLYLOLDQ FRQWURO WKDQ WKH KRZ�WKH IRUPHU EHLQJ D TXHVWLRQ WKDW LV UDUHO\ PDGH H[SOLFLW LQ +XQWLQJWRQ
V
WKHRU\� +XQWLQJWRQ� 6ROGLHU DQG 6WDWH� � DQG ����

��� $OWKRXJK +XQWLQJWRQ
V REMHFWLYH�VXEMHFWLYH W\SRORJ\ LV WKH PRVW LQIOXHQWLDO OHJDF\ RI 6ROGLHU DQG WKH
6WDWH� +XQWLQJWRQ GLG QRW LQ IDFW PDNH H[WHQVLYH XVH RI LW LQ KLV VXEVHTXHQW HPSLULFDO DQDO\VLV RI $PHULFDQ
PLOLWDU\ KLVWRU\� 0RUHRYHU� LQ D ���� UHWURVSHFWLYH� +XQWLQJWRQ SUHIHUUHG WR HPSKDVL]H WKH H[WLUSDWLRQ�
WUDQVPXWDWLRQ W\SRORJ\ DW WKH H[SHQVH RI REMHFWLYH RU VXEMHFWLYH FRQWURO� +H DOVR DGGHG D WKLUG DOWHUQDWLYH
UHIOHFWLQJ KLV RULJLQDO SROLF\ UHFRPPHQGDWLRQ� WROHUDWLRQ� ZKHQ VRFLHWDO YDOXHV VKLIW IURP OLEHUDOLVP LQ WKH
GLUHFWLRQ RI FRQVHUYDWLVP� 6DPXHO 3� +XQWLQJWRQ� �7KH 6ROGLHU DQG WKH 6WDWH LQ WKH ����V�� LQ &LYLO�0LOLWDU\
5HODWLRQV� HG� $QGUHZ :� *RRGSDVWHU DQG 6DPXHO 3� +XQWLQJWRQ �:DVKLQJWRQ� $PHULFDQ (QWHUSULVH

,QVWLWXWH� ������ ����� 7KH RULJLQDO H[WLUSDWLRQ�WUDQVPXWDWLRQ GLVWLQFWLRQ LV LQ 6ROGLHU DQG WKH 6WDWH�

�������

��� +XQWLQJWRQ VWDWHV KLV FODLP ZLWK FKDUDFWHULVWLF GLUHFWQHVV WRZDUGV WKH FORVH RI WKH ERRN� �7KH UHTXLVLWH
IRU PLOLWDU\ VHFXULW\ LV D VKLIW LQ EDVLF $PHULFDQ YDOXHV IURP OLEHUDOLVP WR FRQVHUYDWLVP� 2QO\ DQ
HQYLURQPHQW ZKLFK LV V\PSDWKHWLFDOO\ FRQVHUYDWLYH ZLOO SHUPLW $PHULFDQ PLOLWDU\ OHDGHUV WR FRPELQH WKH

SROLWLFDO SRZHU ZKLFK VRFLHW\ WKUXVWV XSRQ WKHP ZLWK WKH PLOLWDU\ SURIHVVLRQDOLVP ZLWKRXW ZKLFK VRFLHW\
FDQQRW HQGXUH� ������ 4XRWHV LQ WKH ERG\ RI WKH DUWLFOH DUH WR ��� DQG ���� UHVSHFWLYHO\�

��� ,Q WKH HSLORJXH WR 6ROGLHU DQG WKH 6WDWH� UDUHO\ TXRWHG E\ SROLWLFDO VFLHQWLVWV� +XQWLQJWRQ SDLQWV D

GLVSDUDJLQJ SRUWUDLW RI +LJKODQG )DOOV� WKH 1RUPDQ 5RFNZHOOLDQ YLOODJH WR WKH VRXWK RI WKH 8QLWHG 6WDWHV
0LOLWDU\ $FDGHP\ DW :HVW 3RLQW� +H FRQWUDVWV LW ZLWK WKH RUGHU DQG VHUHQLW\ RI :HVW 3RLQW LWVHOI DQG DSSHDOV
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IRU WKH WULXPSK RI WKH ODWWHU RYHU WKH IRUPHU� �:HVW 3RLQW HPERGLHV WKH PLOLWDU\ LGHDO DW LWV EHVW� +LJKODQG
)DOOV WKH $PHULFDQ VSLULW DW LWV PRVW FRPPRQSODFH� :HVW 3RLQW LV D JUD\ LVODQG LQ D PDQ\ FRORUHG VHD� D ELW

RI 6SDUWD LQ WKH PLGVW RI %DE\ORQ� <HW LV LW SRVVLEOH WR GHQ\ WKDW WKH PLOLWDU\ YDOXHV�OR\DOW\� GXW\� UHVWUDLQW�
GHGLFDWLRQ�DUH WKH RQHV $PHULFD PRVW QHHGV WRGD\" 7KDW WKH GLVFLSOLQHG RUGHU RI :HVW 3RLQW KDV PRUH WR
RIIHU WKDQ WKH JDULVK LQGLYLGXDOLVP RI 0DLQ 6WUHHW" ������ ,URQLFDOO\� WKH VKULQNDJH LQ EXGJHWV RFFDVLRQHG
E\ WKH HQG RI WKH &ROG :DU PD\ EH JLYLQJ :HVW 3RLQW D 'DUZLQLDQ YLFWRU\ RYHU +LJKODQG )DOOV
 �VPDOO WRZQ
FRPPHUFLDOLVP�� 7KH FDVK�VWDUYHG PLOLWDU\ DFDGHP\ KDV VWDUWHG WR FRPSHQVDWH IRU ORVW DSSURSULDWLRQV ZLWK
UHYHQXHV JHQHUDWHG IURP QHZ RQEDVH UHWDLO EXVLQHVVHV DLPHG DW WKH FDGHW SRSXODWLRQ� %HFDXVH RI WD[
DGYDQWDJHV� WKH QHZ PLOLWDU\ EXVLQHVVHV DUH WKULYLQJ� HDVLO\ EHVWLQJ WKH FLYLOLDQ FRPSHWLWLRQ IURP +LJKODQG
)DOOV� 6HH (YHO\Q 1LHYHV� �6LU� :H
UH /RVLQJ 2XU 6KLUWV� 6LU��� 1HZ <RUN 7LPHV� �� 0D\ ����� S� ���

��� 4XRWHV DUH IURP +XQWLQJWRQ� 6ROGLHU DQG 6WDWH� �� DQG ��� UHVSHFWLYHO\� 6HH DOVR HVSHFLDOO\ ��� 2I
FRXUVH� WKH PLOLWDU\ FDQ QRW HQMR\ DXWRQRP\ RQ DOO PDWWHUV WRXFKLQJ RQ PLOLWDU\ DIIDLUV� +XQWLQJWRQ DUJXHV
WKDW FLYLOLDQV PXVW GHFLGH JUDQG VWUDWHJ\ PDWWHUV DQG OHDYH WKH ORZHU OHYHO RSHUDWLRQDO�WDFWLFDO GHFLVLRQV LQ

PLOLWDU\ KDQGV� $V , DUJXH LQ WKH WH[W� KRZHYHU� GUDZLQJ WKH OLQH EHWZHHQ VWUDWHJLF DQG RSHUDWLRQDO PDWWHUV

KDV SURYHQ H[WUHPHO\ GLIILFXOW DQG UHVXOWHG LQ QXPHURXV YLRODWLRQV RI +XQWLQJWRQ
V LGHDOL]HG GLYLVLRQ RI
ODERU�

��� +XQWLQJWRQ GRFXPHQWV WKLV LQ 6ROGLHU DQG 6WDWH� /RXLV 6PLWK SURYLGHV VXSSRUWLQJ HYLGHQFH LQ $PHULFDQ

'HPRFUDF\ DQG 0LOLWDU\ 3RZHU� DV GRHV $OODQ 5� 0LOOHWW� �7KH $PHULFDQ 3ROLWLFDO 6\VWHP DQG &LYLOLDQ &RQWURO

RI WKH 0LOLWDU\� $ +LVWRULFDO 3HUVSHFWLYH�� 0HUVKRQ &HQWHU 3RVLWLRQ 3DSHUV LQ WKH 3ROLF\ 6FLHQFHV� 1XPEHU ��
�����

��� 0LFKDHO 'HVFK DGGV DQ DGGLWLRQDO LQGHSHQGHQW YDULDEOH� LQWHUQDO WKUHDW� ZKLFK SURGXFHV DQ LQWHUHVWLQJ

UHIRUPXODWLRQ RI +XQWLQJWRQ
V K\SRWKHVLV WKDW JHWV PRUH YDULDWLRQ ZKLOH QRW EHLQJ PXFK ILQHU�JUDLQHG�
'HVFK DEDQGRQV� KRZHYHU� +XQWLQJWRQ
V REMHFWLYH�VXEMHFWLYH PHDVXUH RI WKH GHSHQGHQW YDULDEOH LQ KLV
�/RVLQJ &RQWURO"� 7KH DVVHUWLYH�GHOHJDWLYH W\SRORJ\ DOVR DGGUHVVHV WKLV SUREOHP ZLWK D PRUH QXDQFHG

PHDVXUH RI WKH SDWWHUQ RI FLYLOLDQ FRQWURO� 3HWHU )HDYHU� �$Q $PHULFDQ &ULVLV LQ &LYLOLDQ &RQWURO DQG &LYLO�
0LOLWDU\ 5HODWLRQV"� 7KH 7RFTXHYLOOH 5HYLHZ ��� � ������� ��������

��� 6HH +XQWLQJWRQ� �7KH 6ROGLHU DQG WKH 6WDWH LQ WKH ����V�� �����

��� $OO TXRWHV WR +XQWLQJWRQ� �7KH 6ROGLHU DQG WKH 6WDWH LQ WKH ����V�� �� DQG ���

��� +XQWLQJWRQ� �7KH 6ROGLHU DQG WKH 6WDWH LQ WKH ����V�� ������

��� 5REHUW 3XWQDP� �%RZOLQJ $ORQH� $PHULFD
V 'HFOLQLQJ 6RFLDO &DSLWDO�� -RXUQDO RI 'HPRFUDF\ �� � �-DQXDU\
����� ������

��� %HFDXVH RI VSDFH FRQVWUDLQWV , GR QRW GLVFXVV WZR DGGLWLRQDO DOWHUQDWLYH H[SODQDWLRQV LQ WKH WH[W� �,� WKH
0DU[LVW H[SODQDWLRQ WKDW LGHRORJ\ LV HSLSKHQRPHQDO DQG WKDW DGHTXDWH PLOLWDU\ VHFXULW\ ZDV VXSSOLHG

EHFDXVH RI WKH PDWHULDO HFRQRPLF LQWHUHVWV RI WKH PLOLWDU\�LQGXVWULDO FRPSOH[� DQG ��� $DURQ )ULHGEHUJ
V
H[SODQDWLRQ IRU ZK\ /DVVZHOO
V JDUULVRQ�VWDWH QHYHU PDWHULDOL]HG� QDPHO\ WKDW QXFOHDU GHWHUUHQFH SHUPLWWHG
VHFXULW\ RQ WKH FKHDS� , ZRXOG DUJXH WKDW )ULHGEHUJ SURYLGHV D EHWWHU UHEXWWDO WR WKH 0DU[LVW FULWLTXH RI
+XQWLQJWRQ WKDQ KH GRHV DQ DOWHUQDWLYH WR +XQWLQJWRQ KLPVHOI� &ROG :DU EXGJHWV PD\ VHHP FKHDS LQ
UHWURVSHFW EXW RQO\ LQ FRPSDULVRQ WR DQ LGHDOL]HG PD[LPXP� $QG� GHVSLWH WKH HIIRUWV RI DFDGHPLF
VWUDWHJLVWV� QR 8�6� JRYHUQPHQW HYHU DFWHG DV LI QXFOHDU GHWHUUHQFH DORQH VXIILFHG� &ROG :DU PLOLWDU\
EXGJHWV UHPDLQHG KLJK� PXFK KLJKHU WKDQ +XQWLQJWRQ H[SHFWHG ZKHQ KH ZURWH LQ ����� 7KHVH DUH QRW�

WKHQ� VDWLVIDFWRU\ VDYHV WR +XQWLQJWRQ
V WKHRU\� 5RVHQ� 7HVWLQJ WKH 7KHRU\ RI WKH 0LOLWDU\�LQGXVWULDO
&RPSOH[� $DURQ /� )ULHGEHUJ� �:K\ 'LGQ
W WKH 8QLWHG 6WDWHV %HFRPH D *DUULVRQ 6WDWH"� ,QWHUQDWLRQDO

6HFXULW\ ��� � �6SULQJ ������ ��������

��� 3HWHU '� )HDYHU� *XDUGLQJ WKH *XDUGLDQV� &LYLOLDQ &RQWURO RI 1XFOHDU :HDSRQV LQ WKH 8QLWHG 6WDWHV
�,WKDFD� &RUQHOO 8QLYHUVLW\ 3UHVV� ������ DQG 3HWHU '� )HDYHU� �&LYLO0LOLWDU\ &RQIOLFW DQG WKH 8VH RI )RUFH��
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��� 5LFKDUG %HWWV� 6ROGLHUV 6WDWHVPHQ DQG &ROG :DU &ULVHV �&DPEULGJH� +DUYDUG 8QLYHUVLW\ 3UHVV� ����� ���

DQG 'DYLG +� 3HWUDHXV� �7KH $PHULFDQ 0LOLWDU\ DQG WKH /HVVRQV RI 9LHWQDP� $ 6WXG\ RI 0LOLWDU\ ,QIOXHQFH
DQG WKH 8VH RI )RUFH LQ WKH 3RVW�9LHWQDP (UD�� �3K�'� GLVV�� 3ULQFHWRQ 8QLYHUVLW\� ������ ��������

��� 7KH VXFFHVV RI 'HVHUW 6WRUP� ZKHUH VXFK PLFURPDQDJHPHQW ZDV DSSDUHQWO\ QRW HYLGHQW� RIIHUV IXUWKHU
VXSSRUW� ,W LV QRW FOHDU� KRZHYHU� WKDW WKH FRQYHQWLRQDO ZLVGRP LV FRUUHFW RQ KRZ KDQGV�RII WKH FLYLOLDQ
OHDGHUVKLS ZDV GXULQJ 'HVHUW 6WRUP� /LNHZLVH� LW LV QRW REYLRXV WKDW VROLFLWXGH WR FLYLOLDQ GLUHFWLRQ LV ZKDW

SURGXFHG WKH SUREOHP LQ 9LHWQDP� 7KH PRUH JHQHUDO SURSRVLWLRQ WKDW FLYLOLDQ PLFURPDQDJHPHQW SURGXFHV

IDLOXUH UHPDLQV XQSURYHQ FRQYHQWLRQDO ZLVGRP� GHVHUYLQJ IXUWKHU FDUHIXO HPSLULFDO VWXG\� 2Q 'HVHUW 6WRUP
VHH� %RE :RRGZDUG� 7KH &RPPDQGHUV �1HZ <RUN� 6LPRQ DQG 6FKXVWHU� ������ ���� ���� �������� DQG

���� 5LFKDUG %HWWV� 6ROGLHUV� 6WDWHVPHQ� DQG &ROG :DU &ULVHV �1HZ <RUN� &ROXPELD 8QLYHUVLW\ 3UHVV

0RUQLQJVLGH (GLWLRQ� ������ ���� 5LFN $WNLQVRQ� &UXVDGH� 7KH 8QWROG 6WRU\ RI WKH 3HUVLDQ *XOI :DU
�%RVWRQ� +RXJKWRQ 0LIIOLQ� ������ ������ DQG ���� +� 1RUPDQ 6FKZDU]NRSI� ZLWK 3HWHU 3HWUH� 7KH
$XWRELRJUDSK\� ,W 'RHVQ
W 7DNH D +HUR �1HZ <RUN� %DQWDP %RRNV� ������ ������� �������� ������� )RU DQ

DUJXPHQW WKDW WKH $UP\ ZDV LQVXIILFLHQWO\ DWWHQWLYH WR FLYLOLDQ GLUHFWLRQ� VHH $YDQW� 3ROLWLFDO ,QVWLWXWLRQV
DQG 0LOLWDU\ &KDQJH� ������

��� ,QWHUHVWLQJO\� LQ KLV ���� XSGDWH� +XQWLQJWRQ GLG QRW GLVFXVV WKHVH WUDGLWLRQDO PHDVXUHV RI
SURIHVVLRQDOLVP� DGRSWLQJ LQVWHDG WKH -DQRZLW]HDQ ODQJXDJH RI FRQJUXHQFH� FRQYHUJHQFH� )RU +XQWLQJWRQ�
FRQJUXHQFH ZLWK FLYLOLDQ LQVWLWXWLRQV�PHDVXUHG LQ WHUPV RI SHUVRQQHO� IXQFWLRQ� DQG VWUXFWXUH�YDULHV
QHJDWLYHO\ ZLWK SURIHVVLRQDOLVP� WKH JUHDWHU WKH FRQJUXHQFH WKH OHVV WKH PLOLWDU\ LV SURIHVVLRQDO� 'XULQJ
WKH HDUO\ &ROG :DU� +XQWLQJWRQ VDZ JUHDWHU FRQJUXHQFH �KHQFH OHVVHU SURIHVVLRQDOLVP�� EXW KH VDZ WKH
WUHQGV UHYHUVLQJ LQ WKH HDUO\ ����V ZLWK WKH DEDQGRQPHQW RI WKH GUDIW DQG WKH

GHFOLQH RI 527& DW HOLWH VFKRROV� 7KXV� DOEHLW XVLQJ GLIIHUHQW PHDVXUHV� +XQWLQJWRQ FRXOG DUJXH WKDW
SURIHVVLRQDOLVP GHFOLQHG ZLWK FLYLOLDQ LQWHUIHUHQFH� 6XFK D GHIHQVH RI K\SRWKHVLV ��� KRZHYHU� ZRXOG FXW
DJDLQVW WKH ORJLF XQGHUJLUGLQJ K\SRWKHVLV ��� ZKLFK KHOG WKDW SURIHVVLRQDOLVP DFFRPSDQLHG DQ LQFUHDVH LQ
PLOLWDU\ VHFXULW\� +XQWLQJWRQ� �7KH 6ROGLHU DQG WKH 6WDWH LQ WKH ����V�� ������

��� ,QGHHG� )LQHU DUJXHV WKDW VRPH IHDWXUHV RI SURIHVVLRQDOLVP PD\ HYHQ HQFRXUDJH WKH PLOLWDU\ WR VXEYHUW
FLYLOLDQ FRQWURO� )RU LQVWDQFH� SURIHVVLRQDOLVP LQFUHDVHV PLOLWDU\ FDSDFLW\ WR DFW GHFLVLYHO\� WKXV HQDEOLQJ WKH
PLOLWDU\ WR DFFRPSOLVK GLIILFXOW WDVNV VXFK DV D FRXS� 0RUHRYHU� WKHUH LV D WHQGHQF\ DPRQJ SURIHVVLRQDO
DUPLHV WR VHH WKHPVHOYHV DV �VHUYDQWV RI WKH VWDWH UDWKHU WKDQ WKH JRYHUQPHQW LQ SRZHU�� WKXV ZHDNHQLQJ
WKH DXWKRULW\ RI LQGLYLGXDO FLYLOLDQ OHDGHUV� )LQHU� 0DQ RQ +RUVHEDFN� ������ 2WKHUV KDYH HFKRHG )LQHU
V
FULWLTXH� QRWDEO\ -DQRZLW]� GLVFXVVHG LQ WKH WH[W� DQG %HQJW $EUDKDPVVRQ� 0LOLWDU\ 3URIHVVLRQDOL]DWLRQ DQG
3ROLWLFDO 3RZHU �%HYHUO\ +LOOV� 6DJH 3XEOLFDWLRQV� ������

��� :HOFK� &LYLOLDQ &RQWURO RI WKH 0LOLWDU\� $ODLQ 5RXTXLH� LQ KLV UHYLHZ RI PLOLWDU\ KLVWRU\ LQ /DWLQ $PHULFD

� DGYDQFHV WKH SRODU RSSRVLWH WKHVLV RI +XQWLQJWRQ� WKDW FLYLOLDQ JRYHUQPHQW WHQGHG WR EH VXSUHPH XQWLO
WKH PLOLWDU\ SURIHVVLRQDOL]HG� LQGHHG WKH PLOLWDU\ FRXOG RQO\ FRXS DIWHU WKH\ KDG JRQH WKURXJK WKLV
PRGHUQL]DWLRQ SKDVH DQG HQMR\HG WKH DXWRQRP\ +XQWLQJWRQ UHFRPPHQGV� 5RXTXLH� 7KH 0LOLWDU\ DQG WKH

6WDWH� ������� $OVR 6WHSDQ� 7KH 0LOLWDU\ LQ 3ROLWLFV�

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU�

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ����

��� 'DYLG 5� 6HJDO� �1DWLRQDO 6HFXULW\ DQG 'HPRFUDF\ LQ WKH 8QLWHG 6WDWHV�� $UPHG )RUFHV 	 6RFLHW\ ��� �

�6SULQJ ������ ��������

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ����

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ��������
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��� $UWKXU '� /DUVRQ� �0LOLWDU\ 3URIHVVLRQDOLVP DQG &LYLO &RQWURO� $ &RPSDUDWLYH $QDO\VLV RI 7ZR
,QWHUSUHWDWLRQV�� -RXUQDO RI 3ROLWLFDO DQG 0LOLWDU\ 6RFLRORJ\ �� � �6SULQJ ����� ���

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ��������

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ��������

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� �������

�� � 7KH WHUPV DUH $UWKXU /DUVRQ
V LQ /DUVRQ� �0LOLWDU\ 3URIHVVLRQDOLVP DQG &LYLO &RQWURO�� ����

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ����

��� /DUVRQ� �0LOLWDU\ 3URIHVVLRQDOLVP�� ���

��� -DQRZLW]� 7KH 3URIHVVLRQDO 6ROGLHU� ����

��� ,Q FRQWUDVW ZLWK +XQWLQJWRQ� PRUHRYHU� -DQRZLW]
V XQGHUVWDQGLQJ RI FLYLOLDQ FRQWURO LV QRW VSHFLILHG LQ
FDXVH�HIIHFW K\SRWKHVHV DQG VR GRHV QRW OHQG LWVHOI WR WUDGLWLRQDO K\SRWKHVLV WHVWLQJ�

��� &KDUOHV 0RVNRV� �)URP ,QVWLWXWLRQ WR 2FFXSDWLRQ� 7UHQGV LQ 0LOLWDU\ 2UJDQL]DWLRQ�� $UPHG )RUFHV G(

6RFLHW\ �� � �3DOO ����� ������ 0RVNRV DQG :RRGV� 7KH 0LOLWDU\� 0RUH 7KDQ -XVW D -RE�

��� /DUVRQ� �0LOLWDU\ 3URIHVVLRQDOLVP DQG &LYLO &RQWURO�� ���

��� (OVHZKHUH , KDYH SURSRVHG VXFK D WKHRU\ GUDZLQJ XSRQ LQVLJKWV IURP PLFURHFRQRPLFV
 SULQFLSDO�DJHQW
IUDPHZRUN� 3HWHU '� )HDYHU� �'HOHJDWLRQ� 0RQLWRULQJ� DQG &LYLOLDQ &RQWURO RI WKH 0LOLWDU\� $JHQF\ 7KHRU\
DQG $PHULFDQ &LYLO�0LOLWDU\ 5HODWLRQV�� :RUNLQJ 3DSHU 1R� � RI WKH 3URMHFW RQ 8�6� 3RVW &ROG�:DU &LYLO�
0LOLWDU\ 5HODWLRQV� -RKQ 0� 2OLQ ,QVWLWXWH IRU 6WUDWHJLF 6WXGLHV� +DUYDUG 8QLYHUVLW\� 0D\ �����

��� %HUQDUG %RHQH� �+RZ 
8QLTXH
 6KRXOG WKH 0LOLWDU\ %H"� SDVVLP�

��� %HWWV� 6ROGLHUV� 6WDWHVPHQ� DQG &ROG :DU &ULVHV� )RU D UHFHQW HPSKDWLF UHFDSLWXODWLRQ RI WKLV DUJXPHQW�
VHH 'DYLG :� 7DUU DQG 3HWHU -� 5RPDQ� �6HUYLQJ WKH &RPPDQGHULQ�&KLHI� $GYLFH DQG 'LVVHQW� �SDSHU
SUHVHQWHG DW WKH ���� $PHULFDQ 3ROLWLFDO 6FLHQFH $VVRFLDWLRQ $QQXDO 0HHWLQJ� &KLFDJR +LOWRQ 7RZHUV� ��

$XJXVW�� 6HSWHPEHU ������ DQG 3HWHU -� 5RPDQ DQG 'DYLG :� 7DUU� �6ROGLHUV� 3UHVLGHQWV� DQG WKH 8VH RI
)RUFH LQ WKH 3RVW &ROG :DU� �SDSHU SUHVHQWHG DW WKH ���� $PHULFDQ 3ROLWLFDO 6FLHQFH $VVRFLDWLRQ $QQXDO

0HHWLQJ� &KLFDJR +LOWRQ 7RZHUV� �� $XJXVW�� 6HSWHPEHU ������

��� 6FKLII� �&LYLO�0LOLWDU\ 5HODWLRQV 5HFRQVLGHUHG�� ���

��� 6FKLII� �&LYLO�0LOLWDU\ 5HODWLRQV 5HFRQVLGHUHG�� ���

��� )RU WKLV UHDVRQ� 7DUU DQG 5RPDQ
V UHODWHG FODLP WKDW FLYLO DQG PLOLWDU\ DFWRUV DUH �IXQFWLRQDOO\
LQGLVWLQJXLVKDEOH� RQ GHFLVLRQV FRQFHUQLQJ WKH XVH RI IRUFH LV DOVR XQKHOSIXO� 5ROHV RYHUODS� EXW WKH
PLOLWDU\ DQG WKH FLYLOLDQ SOD\HUV NQRZ ZKR LV PLOLWDU\ DQG ZKR LV FLYLOLDQ DQG� RI FRXUVH� LW PDWWHUV IRU KRZ
HDFK SOD\HU
V DGYLFH DQG LQWHUHVWV JHW FRQVLGHUHG� 7DUU DQG 5RPDQ� �6HUYLQJ WKH &RPPDQGHU�LQ�&KLHI�� ���
���

��� $EUDKDPVVRQ� 0LOLWDU\ 3URIHVVLRQDOL]DWLRQ� ���
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3(7(5 )($9(5 LV DQ DVVLVWDQW SURIHVVRU RI SROLWLFDO VFLHQFH DW 'XNH 8QLYHUVLW\� +H KDV
SXEOLVKHG RQ FLYLO�PLOLWDU\ UHODWLRQV DQG WKH XVH RI IRUFH� QXFOHDU FRPPDQG DQG FRQWURO�
DQG QXFOHDU SUROLIHUDWLRQ� +H LV FXUUHQWO\ ZULWLQJ D ERRN RQ WKH WKHRU\ DQG SUDFWLFH RI
$PHULFDQ FLYLO�PLOLWDU\ UHODWLRQV� $GGUHVV IRU FRUUHVSRQGHQFH� 'HSDUWPHQW RI 3ROLWLFDO
6FLHQFH� %R[ ������ 'XNH 8QLYHUVLW\� 'XUKDP� 1& ����������� H�PDLO DW SIHDYHU#
DFSXE�GXNH�HGX�

5HSURGXFHG ZLWK SHUPLVVLRQ RI WKH FRS\ULJKW RZQHU� )XUWKHU UHSURGXFWLRQ RU GLVWULEXWLRQ LV SURKLELWHG

ZLWKRXW SHUPLVVLRQ�


